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Vaduz 


Diary 


‘Finance. ‘ne most important financial event was the announcement 
of two new tap issues by the Treasury designed to appéal to ~ 
small savers. The issues were’ a new series of National savings 
Certificates, and a novel %% seven year bond. 


“Changes were-made in the: control of ne. capital’ idsues. 
The exemption limit was raised. to £10,000, but control was 
tightened over-mortgages. 


In the foreign exchanges: free age ‘in New York remained 
roughly at a 3% discount to the official I London rate, put 
fluctuations were rather wider than usual. 


Demand for bills in the money market remained keen, but 
the Treasury bill allotment was again high, ‘being: £35 million 
in excess of maturities. 


On the stock exchange interest turned to tne.industrial® 
markets. Home rails were particularly strong on the .annouricement 
that there was to be ‘no nationalisation of the railways and that 
‘satisfactory arrengements would soon be completed on terms of 
compensation. 


It was announced thet Rothschilds and other banks .are now 
‘ willing to give special facilities for the financing of imports 
from the United States, new procedure being necessary as a. 
“result of :fthe revision of the Neutrality.Act. 


The Union Bank of Manchester is to be amalgamated with 
Barclays Bank from. January ist, 1940. - 


Sir J. Simon said in the House of Commons ‘that overseas 
investments had not been depleted since the’ war, but further 
foreign investment was not oossible. 


Trade-.and Shipping. The new German mine luying campaign. caused 
the “llied Governments to decide to seize cll German exports. | 
This decision brought protests from many neutral countries. 


War risk insurance rates were raised, most rates being now 
the same for Allied and neutral bottoms. 


There were ruméurs of big barter deals impending with Italy 
- e.g. Pirelli tyres against rubber and cotton, and hemp against 
‘Indian jute. 


| Commodities. Tne. inter-allied economic  apreement had a: ‘steadying 
effect on prices, although higheri freight rates caused some 
increases. 


Grain imports were steady, but there is evidence of some 
ponvoation at elevators and ports in Canade and the argentif 


It was announced that the Ministry of Supply would become 
the sole seller of virgin aluminium... No maximum prices were. 
fixed for alloys ctc,, but powers were taken to apply then: at 
any time. 


Tin turnover on the London exchange continued very small, 
there being no reduction in the spread between the London official 
prices and the New York price. 


Week ending 25th Noveuver 
=o= 


In spite of the announcement of the rise in the 1940 - 
rubber quota from 75% to 80% rubber prices continued to increase. 


Industry 


Coal. Industrial demand continues sirong, while household 
demand is somewhat.slow in spite of recent improveuent. In some 
areas (e.g. Scotland and Cumberland) prodticers are unable to 
commit themselves to supply exports far dhead. On the N.E. 
coast position is dominated by the shipping supply, and outlook 
is obscure because of the mine peril. S!Wales export position 
is fair, but there is some delay in the arrival of vessels to 
lift tonnage produced. There is persistent home and foreign 
demand for patent oven coke. The use of producer gas by road 
vehicles is expected to benefit Welsh anthracite producers. 


Iron and Steel. There is still some shortage of scrap, 
particularly in South Wales. This position was certainly not 
eased by the recent order fixing maximum prices for scrap. 
However, a new order has introduced a certain flexibility in 
prices to encourage transportation of scrap, and this has eased 
the situation, especially in Scotland. Pig iron supply is in 
general satisfactory, but stocks of hematite are rather low, and 
the output of Cleveland pig is hardly adequate. British output 
of semis and billets is being reinforced by imports, but Sheffield 
complains of a shortage of acid steel billets. Iron ore imports 
are satisfactory. Some export orders are being accepted in 
Glasgow and Birmingham, where the stringency in the sheet market 
is less pronounced. Sheffield reports that valuable export 
orders have been secured, while foreign orders for tin plate are 
accumulating in excess of the current rate of production in S.Wales. 

Cotton. Yarn and cloth prices are up. Home ord 
substantial, much business being rovedted by inabirtegy to 
guarantee early delivery, There are good orders from S.America 
and Scandinavia. Sales of coarse and medium American yarns 
exceed output. . 


Wool. Complaints are still numerous from London that t 
: ra 
is being diverted to Bradford as a result of the control. A “ 
eee i aes ration is to be allocated for civilian hosiery 
purposes. 


Rayon. There has been an improvement in home demand and 
stocks are now rather low. Overseas business is not very good 
but exports to the Dominions are fairly regular. , 


Labour. There has been a %@ increase in iron and s 

a result of the increase in prices. This would nowealietieee i 
taken place in February 1940, but has been anticipated. Other 
wage increases have taken place in the building, chemical and bacon 
manufacturing industries, while Admiralty yard craft employees 

are receiving increases on account of additional war risk, 


po) - London Slectric : 
In rates of about 30%. whol ty, Companies enacunce on inerasss 


The Parliamentary Secretar 

y to the Ministry of Supply stat 
that there had been no wholesale issue of priority serineeie 
yet, so.as to avoid hampering the export trades. 


A leading motor distribut A 
600. 000 idle private eanee or stated that there are now 


November 23rd was the last day for ré i : 
retailers for rationing sugar, hence and eye go 


Neek ending 2.12.1939 


Diary 


Finance. Partly becduse bankers' deposits with the Bank of 
England had become depleted, and partly because payments for 
Treasury Bills were again £35 millions in excess of maturities, 
buying rates for bills were raised. Disbursement of ‘Jar Loan 
dividends eased the stringeney. 


At the end of last week foreign exchange control was 
strengthened. The main change was that banks are now reauired 
to obtain documentary evidence of a commercial character before 
sanctioning the transfer of sterling from domestic to foreign 
accounts. 


There was a big demand for silver from the Indian 
bazaars prompted by the Russian invasion of Finland. 


Stock markets were under the shadow of the invasion of 
Finland, but this had little effect on prices as a whole. 


The first week's sales af new Savings Certificates and 
Defence Bonds brought in over.£9 millions in cash. 
= 

It is believed that the Federal Reserve Board will shortly 
announce a plan for controlling the liquidation of foreign 
owned American securities taken over by foreign governnents. 
Dollars would be made available: without the immediate sale of 
the securities, and it is thought that this can be done 
without contravening the Johnson Act. 


Trade and Shipping. Revisions of war risks insurance rates 
brought about rises in rates for North Sea voyages and some 
reductions for Mediterranean and Atlantic voyages. 


It is understood that a start has been made in chartering 
Norwegian tonnage for British account. 


Commodities 


Foods. January 8tn nas been fixed as the date of the 
beginning of rationing of bacon, ham and butter. The produc- 
tion of bacon and hams now requires a license from the Ministry 
of Food. Maximum vrices for home produced meat have been sus- 
pended until a full scheme is introduced next month. Milk 
prices are to be raised from 7d to 8d a quart on January ist. 


Grains. Only one-third of farmers’ wheat deliveries will 
be available for feed according to an announcement of the 
Ministry of tood. 


Tin. London dealings are still very suall, but shipments 
of concentrates are arriving more freely. The production : 
quota for the first quartcr of 1940 has been fixed for 1000. 


Quicksilver. -i sharp rise in prices is announced. 


Aluniniun,. Imports are now on the free list, while 
exports are subject to license. 


-Z- ‘ tTeek ending 2.12.1939 


Industry 


Coal. Induatrial demand is strong, but consumers' stocks 
are substantial and requirements are being met. Scotlanc 
would welcome bigger orders for house coal. Substantial 
pookings for exort arc hampered by shipping uncertainties, 
but the blockade of Gerucn exports is expected to create new 
openings. Italy is showing keen interest in South Wales coal. 


Iron and Steel. Scrap is still short, but the long tern 
position should be better because of the availability of 
large #merican supplics. South Wales has imported sone 
American steel scrap, but is still consuming more pig iron 
than usual. Pig iron deliveries in the N.3. are sonewnat 
restricted, but bigger output is hoped for as ore imports 
improve. In Scotlend the heaviest stecl demand is from 
shipyards, while the peck demand for sheets for A.R.P. shelters 
has passed. Birminghsm also reports thet the sheet trade is 
slightly easier, while structural steel is in exceptional 
denznd. N.. constructioncl firus Gre very busy, snd sales 
aré limited to the most urgent industrial needs. 


Cotton. Raw prices rose again. The situation is donin- 
ated by the freight position and anxiety cbout supplies. The 
yern merket is strong, especially in the -mericecn section, 
while the cocrser ugyptien section is improving. Cloth 
exports are more difficult to arrange and most buying has 
been for South America cand Scandinavii. The cotton trede cs 
a whole is booming, some observers saying that conditions <re 
Sinilar to those of 1919-20. : 


wool. There is strong demand for yarns, ano it is diffi- 
cult to find spinners who can accept an order. Some nosiery, 
yarns cre being imported from France. 


General. 


Men older than 19 and younger than 23 not prev.iously 
called up cre sumaoned to register on December 9th. 


The Controller of Salvage in the Ninistry of Supply 


has issued an appeal for greater conservation of kitchen 
and industrial refuse. ; 


‘an inerease in road haulage charges is announced. 


Week ending 9.12.39. 


Diary. 


Finance. Bankers’ deposits with the Bank of England fell again 
and bill rates were firmer. 


An Australian short term conversion loan for £4,600,000 
was issued in the London markxet. 


Silver speculation in India continued, but on a reduced 
scale. The Indian Government sold silver freely in the market. 


The Federal Reserve Board estimated that the combined 
Allied holdings of gold, dollar balances, American securities 
and direct investments amounted to $ 8440 millions. 


The first fortnight of the drive for war savings yielded 
over £21 millions of new Savings Certificates and Defence bonds. 


Trade and Shipping. Higher freight rates were announced for 
British ships. 


The United States Government delivered a note in which 
all rights were reserved in connection with the blockade of Ger- 
man exports. 


There were signs of increased Italian irritation at the 
Anglo-French shipping control in the Mediterranean. 


Commodities. 


Foods. Following de-restriction cattle prices rose and 
English beef beceme dearer. Some shortage of oranges combined 
with the usual Christmas demand caused a rise in prices. It was 
announced that as from December llth retailers would be allowed 
to sell only 1 1b. of sugar per week to each registered customer. 
4n announcement was made about proposals for the control of cocoa. 


Oil. Prices of Kerosene, gas oil and white spirit were 
raised. 


Oils and Oilseeds. The recent rise in prices appears 
to have been checked by the new machinery of centralised buying. . 


Tin. The tight tin position led to an increase in the 
production quota to 120% for the first quarter of 1940. At the 
end of the week it was announced that from Dec. 1lth dealings 
in tin would be unrestricted with no maximum prices. 


Copper, lead and spelter. Supplies are better but export 
licensing is still cstrict.. 


Cotton. There was a reduction in the U.S. export subsidy which 
gave fresh impetus to the boom in raw prices. 


Industry. 


Coal. Supyvlies of coal and blast furnace coke are 
adequate. Household consumption is larger. The export position 
depends mainly on the shipping factor, which is not too satisfac- 
tory on the N.E. Coast, partly owing to the absence of Finnish 
steamers. The supply of wagons is fair. The Scandinavian 
export market is uncertain, but there is a big Italian demand for 
S. Wales coal. : 


-2- Week ending 9.12.39. 


Iron and Steel. Foreign ore supplies are better. There 
is still a shortage of scrap, but larger supplies are expected. 
Hematite pig stocks are adequate, but production is well absorbed. 
Foundry pig is in less good supoly, and increased production of 
forge and foundry iron will be needed now that surplus stocks have 
been absorbed. Imports of basic billets and continental semis 
are helping the supply position, but Birmingham complains of a 
shortage of billets. Vanufacturers of shipbuilding, structural 
and engineers’ tool steel, and tube makers are very active. 
There is also considerable demand for colliery maintenance steel. 
Strenuous attempts ave being made to increase exports, especially 
in those markets from which Germany is excluded. Exemption 
from import duty is announced for i:any iron and steel products. 


Cotton. The current boom appears to be a re-stocking booii, 
but the long-term outlook is less good. There has been a 
further sharp advance in the prices-of yarns and piece goods. 
Most sections have all the orders they want. Exports are fair 
to India and S.America, although -dealers are finding the prices 
rather high. Scandinavian trade:has. been curtailed by political 
devélopments. 


Wool. No slackening, but producers are worried about the 
smallness of the ration for civilian needs. Buyers for export 
have to apply to the control, and are,usually restricted to the 
finer grades. 


Jute. Spinners have large orders, but shipments from India 
are slowing because Indian mills have failed to agree to maximum 


prices. Raw prices are up in spite of the large prospective crop. 
Rayon. Cloth orders are not too good, but speculative pur- 
ee . yarn are heavy. Exporters are finding current prices 
foXe) gh. ; 


Labour. A fall of 28,000 in unemployment was announced in 
November. 238,000 men registered for National Service on Dec. 
9th. A new register has been opened for middle-class unemployed 
as a supplement to the central register. 


The tribunal's finding in favour of increases in railway 
wage minima has been accepted by the companies. 


Other Items. A statement by the president of the Society of 
Motor Manufacturers and Traders points to increased exports of 
British cars. : 

The President of the Board of Trade announced that 
there hac been a considerable improvement in exports in November. 


November retail sales were buoyant outsi * 
A notable exception was furniture sales. 4 de London 


week ending 16.12.89. 
Diary. 


Finance. Honey was still tight and bill rates firm. Oftieval 
steps seem to have been taken to prevent a further rise in i:tes. 
(See Economist, 16.12.39., p.421). Sterling was firmer in 

New York. 


There was another Australian conversion issue for 
£4,600,000. 


Arrangements for close financial co-operation between 
this country and France were announced, including the pegging of 
the exchange rate and the pooling of foreign exchange reserves 


The Treasury issued a request to importers to refrain 
from invoicing in dollars imports from foreign countries other 
than the U.S.A. 


{ On the Stock Exchange home rails and textiles were firm. 
Breweries declined on rumours of beer rationing, but recovered. 


The latest returns of Post Office and Trustee Savings 
Banks seem to show no diversion of deposits to subscriptions to 
Savings certificates and defence bonds. 


Trade and Shipping. The chartering of British tonnage was:again 
severely handicapped by Government requisitioning. On neutral 
account the freight market was very firm. 


Commodities. 


Foods. The Milk Harketing Board's proposal for a rise 
in milk prices in 1940 has been rejected by the Government, who 
have announced that they will provide a subsidy for the next 
three months. Minimum and maximum prices have been fixed for 
potatoes in place of maximum prices only. 


Grains. argentine crops have recently suffered damage 
and the winter wheat situation in the U. 8.1. has led to bullish 
reports from Chicago. Prices are firn. 


Tin. The event of the week was the unpegging of prices. 
Quotations rose sharply from £230 a ton to nearly £200, but 
quickened later in the week. 

Rubber. The prices of rubber reached 1/- a 1b. 


_ Wool. The Government has agreed to buy an increased 
proportion of the South .frican wool clip. 


Week encing 16.74.0'.- 


Ancustry. 


Ooal.e Demand toe nouscholu coal is better but stocks 
are large. Utility concerns are now good customers, and in- 
dustrial demand is strong. Export orders are considerable, 
especially for patent oven coke for Scandinavia, but the position 
is dependent on the shipping supply, which is still rather 
unsatisfactory in some areas. 


Iron and Steel. South ales is still short of scrap, but 
in other districts, notably Sheffield, the stringency has been 
eased by larger imports. Pig iron is in comfortable supply in 
most districts, but supplies of Cleveland iron are short, and 
hematite production is barely sufficient. Foreign ore supplies 
are just adequate. The supply of semis and billets is much 
petter, from both home and foreign sources. Demand for finished 
steel is strong in nearly all sections. Birmingham reports a 
notable call for structurel steel, but claims that all essential 
needs are met, and that no vital work is impeded by lack of 
material. The export position is fair and Midd esborough reports 
that "it is understood that more heavy steel is soon to be 
released for export". 


Cotton. The continued rise in raw cotton prices - due to 
the reduction of the U.S. export subsidy and to freight shortage - 
has thoroughly disorganised the yarn market. There is consider- 
able enquiry for cloth, and for coarse and medium american yarns, 
and prices are high. 


Wool. Export orders come in in spite of the advance in 
prices, but there is some delay in deliveries because of the 
difficulties of control. liost spinners are oversold in relation 
to their ration of wool and tops. 


Flax. Raw prices are up, while yarns are wanted and 
supplies scarce. 


Motors. There are signs of big efforts by British manu- 
facturers to push their sules overseas. 


General. The cost of living rose 24% in November. 
The Chancellor of the Exchequer refused to reconsider 


the increase in the horse power tax on cars; but a‘Government Bill 
has been introduced to lower taxation on gas propelled vehicles. 


Diary. 
Iwo weeks ending 80.12.29. 


Finance. The accumulation of funds in Government accounts 
continued, but the money market made all year-end arrangements 
very easily. 


It was announced that as from December 21st Postal 
Orders would no longer act as currency. 


; In India steps were taken to control the rupee price 
of silver, and later on the price declined. 


On the Stock Exchange gilt-edged were strong at the 
end of the year. There were also rises in home rails, textiles 
and iron and steel shares. 


It was announced that the War Savings campaign had in 
four weeks brought in over £40 millions in subscriptions to 
Savings Certificates and Defence Bonds. 


Commodities. 

Foods. It was announced that sugar as well as butter and 
bacon would be rationed from January 8th, and that meat would 
later be rationed on a value basis. arrangements were made 
for obtaining larger supplies of bacon from Canada. an order 
was issued by the tinistry of Food, requiring returns to be made 
of all ordinary cheese stocks. ° 


The wheat market was steady, perhaps because of fore- 
casts of a small argentine crop for 1939/40 and the suspension 
of the United States export subsidy on.wheat and flour. on 
order was issued to farmers to send all fat stock due for 
slaughtering to collecting centres after January 15th in order 
to facilitate control of meat distribution. Maximam prices for 
home produced eggs were suspended and restrictions on planting 
excess potato acreage were withdrawn. Maximum prices were 
fixed for home-grown oats. 


Fats. an order was issued prohibiting the import except 
under licence of all animal (other than marine animal) fats 
except butter, lard and foot oils. 


Timber. an order was issued prohibiting the import except 
under licence of certain classes of timber and timber manufactures. 


Metals. The maximum prices of copper, lead and spelter 
were raised. The unpegging of tin prices did not. lead to an 
excessive boom, and the prices settled to £255 - £265 a ton. 


Petrol prices were raised by ta a gallon, the rise 
being due to an increase in dealers' margins. 


The rationing of coal, gas and electricity was suspended. 
Higher tariffs were announced by the County of London Electric 
Supply Co. 


Labour. The Mineworkers rejected the Coalowners' wage offer. 
umong wage increases due to take effect on January 1st were those 
for railway workers and cinema employees. - 

Nese ian Mr Maramhor trade fienres showed a consider-= 


eee 


abie ImpROVEMCL 4a ways ie 


me BL Se 
Two Weeks ending 30.12.39. 


Industry. 
Coal. ..ccumulated stocks of household coal were reduced. 


Business in other sections was as before, but all export districts 
reported that the situation was dominated by lack of shipping. 
South ‘/eles also complained of a shortage of wagons. Exports 
from Scotland were less good because of the shipping situation, — 
but increased orders are expected from France, Italy, Scandinavia 
and the Low Countries. The best markets for Welsh coal were 
South smerica and Mediterranean countries. 


Iron and Steel.- In the N.E: it is hoped that the re-opening 
of the Cleveland Ironstone iiines will relieve the demand for 
foreign ores. Pig iron production is kept equal to meeds. 
Elsewhere production of hematite, low phosphoric and forge and 
foundry pig is being accelerated, but in some areas requirements 
of basic pig are barely met. In scotland pig iron and scrap 
are said to be "taken up as available’, while the supply of semis 
is adequate. 


Consumers of finished products buy eagerly, but under 
the regulations they are prevented from accumulating stocks. 
au R.P. demand for sheats is off, and more tonnage is available 
for home commercial customers and for exports. The pressure 
continues unabated in the railway equipment, engineering and 
shipbuilding section, while in some districts deliveries of struc- 
tural material are behind schedule. In seotland it is honed that 
even the present high level of output will be improved when new 
plant comes into operation. 


The existing exemption from.iron and steel licences 
for pre-war contracts have been removed. Further measures have 
been taken to control imports by licence. 


Cotton. The Directors of the Liverpool exchange decided to 
stop operations by outside dealers. Later in the year raw prices 
were quicter. The Cotton Controller's decision to fix standard 
margins for yarns caused confusion, and trading in cloth was 
"hedged round by similar uncertainties". Enquiries for piece good 
were hg Be and there were encouraging sales for both home and 
export. : ; 


Wool. There has been concern over supplies rather than prices 
and the wool rations are generally considered too small for 
machinery requirements, so that some spinners are finding it hard 
to deliver. There are doubts as to what the price basis will be 
on which the next allocation of wool will be supplied, and this 
is hampering the export of yarns. 


Rayon. Spinners are very busy, and yarn production is con- 
siderably in excess of cloth sales. Export business is very 
patchy, but Dominion trade is fair in spite of shipping delays. 


Diary. 
Week ending 6. 1. 


Finance. In the money market conditions were remarkably easy 


es end of the year. Credit was plentiful and bill rates 
weaker. 


The control of sterling transfers to non-residents 
became effective. 


Sterling was firm on the New York market. 


On the Stock @xchange gilt-edged rose,. stock being 
in short supply. Industrials moved mainly upwards. 


Trade and Shipping. Private cotton importers agreed not to 
bid against the Government for neutral shipping. 


An order was made by the Kinistry of Shipping requi- 
sitioning all British deep sea liners. This caused weakness 
in the North American freight market. 


The agreement collapsed among private underwriters 
of marine war risks insurance. 


‘ Increased facilities are announced for the importation 
of goods for re-export: under bend or on recovery of duty. 


Labour. “War bonuses were announced for C.W.S. workers and wage 
increases for 50,000 L.P.«T.B. employees. 


The schedule of reserved occupations.was relaxed to 
allow for more volunteering for skilled occupations inside the 
forces.: 

By a Royal proclamation six new age groups were 
summoned to register under the military service Act at dates 
to be fixed later. 


Commodities. Increases were announced of retail. coal.prices 
in London and of electricity charges in Kent and elsewhere. 


‘An order was issued prohibiting tobacco imports except 
under licence. 


Tin prices were lower, but a rally is expected. 
Oils and oilseeds were in much better supply. 


There was a definite check to the rise i. wheat prices. 


Week ending 6. 1. 40. 


‘Industry. ; 
Coal. There is very heawy inland demand in all dis- 
tricts. The export situation is variable, but is everywnere 


dominated by the supply of shipping. Scotland reports good 
demand from Italy and France, but because of lack of shipping 
export supplies ere generally more than equal to actual re- 
quirements. Tt has been estimated that in Northumberland and 
Durham 1 million tons of export coal is lying unsold on the 
ground. 


Iron and Steel. In the N.%. overseas supplies of ores 
are now good, and some local mines have re-opened. Sheffield 
reports very keen demand for iron and steelscrap, but the 
national appeal seems to have calleo forth larger supplies. 

On the other hand scrap is so short in Sduth Wales that 21 fur- 
naces are idle. Glasgow also reports a shortage of malleable 

iron scrap. Pig iron supply is fair, urgent need for bigger 
supplics having been met by additional productive capacity becoming 
available. Soae particular grades of pig are, however, in soue- 
what short supoly. Pressure is generally very keen for finished 
products, shipbuilding being particularly active. 


Cotton. Buying is keen on old contracts. The yarn 
position has now been stabilised by fixing official margins, but 
this has temporarily disorganised the cloth trade, and, while 
the volume of -enquirics was considerable, little actual business 
was put through. uxport prospects are fair, but buyers are 
waiting.to see how prices will settle. 


Wool. The action of the control in restricting deliveries 
of wool for the civilian trade has had a disturbing effect on the 
yarn market, and higher home prices are probable, A scheme is 
announced for rationing available supplies of wool between various 
export inerchants. 


p Rayon. The yarn business continues active, but cloth 
business still lags behind. xports are fair, but home demand 
1s quieter, particularly for furnishing fabricsi 


Diary. Week ending 13. 1. 40 


Finance. Bill rates were again easier and credit was plentiful. 
The spread between the official buying and seliing rates for the 
Collar was narrowed. .Similar adjustments were mac. for certain 
other currencies. 


Free sterling was stronger, partly as the result of 
tightening up the control of sterling transfers to non-residents 


Feo On the Stock Exchenge gilt-edged were very firm till 
mid-week. Industrials were irregulir. 


Labour. The publication of the mid-December unemployment returns 
caused considerable: disappointment. 


Wege increases were granted to certain employees of 
I.C.I. and to 180,000 cotton spinning operatives. 


Claims for higher wages were put forward by engineers. 
Commodities. Wholesale and maximum retail prices for neat were 
published as part of the new meat control scheme, Rationing is 
to oe introduced at a later date. 


; Wheat prices were lower on better. crop news from the 
U.S. winter wheat belt. 


The price of tin fell further, there being a decline 
in private demand in the United States. 


Deliveries of oils and oilseeds are now very good. 


Industry: P 
Coal.Inland demand continues very heavy, but in certain areas 
pressure from: utilities is easier. Export prospects are good, 


but. still dominated by the shipping situation, which, while much 
better in Scotland, and “satisfactory” in Wales, is still slow in 
N.E. ports. Cardiff reports a big export demand from Greece as 
a result of the blockade of German exports. 


Iron and Steel. The shortage of scrap iron is still serious 
in South Wales, where it is restricting the output of steel ingots. 
Pig iron production keeps pace with demand in N.E. districts, and 
the production of hematite is better, but Birmingham complains 
‘that in svite of increasing production reserves of low phosphoric 
and hematite pig is greatly reduced. The slightly better shipping 
position is accelerating imports of foreign ores. There is, in 
general, an "enormous demand for finished products, particularly 
for shipbuilding and structural purposes, Maintenance of deli- 
veries is the main concern of producers rather than the level of 
prices, but the position is being eased in some lines by good 
imports of billets from the Continent. Locomotive work is good 
poth on Government and on foreign contracts. 


Cotton. There has been a good expansion of cloth sales since . 
the intfoduction of controlled yarn margins. There is some 
shortage of yarns for imnediate delivery. South America and 
‘Dominion export markets are good. A lot of business will be done 
once the new conditions have become stabilised, 


Week ending 13. 1. 40. 


wool. There are more orders for civilisn delivery then 
spinners can meet. Preference is given to makers of finished 
goods for export, since.-tais may give spinners. ‘extra wool rations 
for the next rationing period. 


Rayon. Yarn business is still active, and niece goods quiet. 
There is not much new export business. 


General. There has been so.e trouble with Civil Service stuffs 
en account of the evacustion of certain departments. 


The :F.B.1I., in a memorandum, drew the attention of 
the Chancellor of the Excneyuer to certain anomelies in the £.P.T. 


Diary Week ending 20.1.1940 


Finance: The offer of conversion of £352 millions of 44% 
Conversion Loan, 1940-44, into a new 2% issue of 3 to 5 years 
currency was the outstanding event of the week. The saving in 
interest is estimated at £8 to £9 millions per annun. 


The conversion operation was regarded as indicating the 
official determination to borrow at the cheapest possible rates 
for war purposes and led to a marked rise in gilt-edged prices 
and to renewed discussions of the question of loan charges and 
of changes in the Bank Rate. 


Free sterling was steady. The Dutch florin weakened, 
presumably owing to fear of a German invasion. 


‘Labour: Claims for higher wages were made by P.O. Engineer and 
Railway Shopmen. The miners’ claim for increased wages has 
not yet been settled. 


Foreign Trede: December exports rose by £2.8 million to 

£40.2 millions and values were 3% higher than in December 1938. 
Cotton goods, motor cars and coal exports increased substantially. 
For the whole of 1939 exports were £32 million smaller than in 
1938. Imports continued to increase from £84.0 millions in 
November to £86.6 millions in December. 


Commodities: Wheat prices declined again slightly during the 
week, after the announcement that the Ministry of Food had 
agreed to purchase 1,650,000 tons of wheat and flour from the 
Australian Wheat Board. 


The price of tin fell firther. Increased deliveries 
coincided with an interruption of the re-stocking movement of 
consumers. in U.S.A. 


The price of motor oil was raised by 6d per gallon. 


The vrice of jute was affected by the government's notice 
of cancellation of existing orders for sandbags. 


Owing to uncertainties aboug available freights across the 
Atlantic, raw cotton prices fluctuated widely. 


n tr 


Coal. The wintry weather and heavy industrial demand 
increased total home demand and reduced partly the quantity 
available for exports, Wales reports increasing export business 
with France, Portugal and Mediterranean countries. Scottish 
districts have received big Irish orders. Export in N.E. districts 
is still slow and some collieries would welcome more orders. 


Iron and Steel. Output of steel is exceeding the 1937 peak 
of 13 million tons considerably. A future rise of iron and steel 
prices is expected owing mainly to increased shipping charges. 


Scrap supplies are not too plentiful but are coming in in 
increased quantities from abroad. Largeqantities of steel ingots, 
billets, slabs and sheet bars will also shortly be arriving fron ~ 
overseas. Steamers to load Spanish igon ore have now been chartered. 


aps 
Week ending 20.1. 240 


The heavy section of the industry is working to full 
capacity. Demand for shipyard material is particularly heavy, 
poth on Admiralty and mercantile account, Periods of delivery 
are lengthening. In tne kightr branches the pressure of work 
has eased with the Anderson steel shelter order nearing 
completion. Makers of motor car:steel report a felligg. off in 


demand: 


Cotton. Shipment:, of cotton under the’ Qubber/gfotton Exchange 
Agreement is to be suspended during February, lMarcn and April. 
The Government will provide for whipping’ space of about 100,000 
bales of cotton for cotton imports from the U.S.A. for the next 
few months. 


The Cotton Controller made some minor alterations in cotton 
price margins. al 


Business in cloth was smaller owing to uncertain cotton 
prices. Exports of yarn are maintained at the level of recent 


weeks. 


Wool. The range of qualities of wool and tops required for 
government purposes is gradually extending. Spinners and manu- 
facturers heve to rely almost entirely on Merino qualities for 
home trade and exports. The prospective output for civilian 
trade has been sold for a considerable distance ahead. 


The Wool Control has increased the home trade issue price 
for tops from 313d to 42$d from March ist. This increase will 
be reflected soon in an advance of prices of yarns and piece 
goods. Trade circles observe that the increase does not square 
with the price which the government has to pay for wool in the 
Dominions, and could hardly be explained by the increase in 
shipping charges. 


Diary. Week ending 27. 1. 40. 


Finance. The money situation was tightening in the beginning 
of the week; an exceptionally heavy transfer of funds to 
Government accounts reduced bankers' deposits to £80 millions, 
while Government deposits had risen to a post-1918 high level 
of £57 millions. Extensive official buying of bills afforded 
some relief. 


The persistent expansion in the volume of Treasury 
Bills was checked mainly owing to heavy tax receipts. 


Free sterling in New York reached $3.99. 


During the first two months of the war Great Britain 
sold nearly 10 per cent of her readily marketable American 
securities. London rumours that the Federal Government had 
requested Great Britain to settle payments by sales of 
securities rather than by shipment of gold were officially 
denied by the U.S. Treasury. . 


Labour. The number of long-term. unemployed has declined by 
about 35 per cent since the outbreak of war. 


The Mineworkers' Federation discussed a formula for 
she central regulation of wages by a cost of living sliding scale. 


Industrial reports are mentioning frequently shortage 
of sxilled labour. 


Retail Trade. The bacon ration has been doubled, supplies 
being more plentiful. 


The index number of wholesale textile trading in 
December indicates a fall in home sales and a slight gain in 
export sales. 


Commodities. Control prices for dry spun flax and tow yarn 
were raised considerably. 


Prices for rayon yarns were also increased. 


Quicksilver (mercury) prices advanced to $ 207 
a flask f.o.b. port of origin against $3 118 a flask in September 


last. 
Tin prices weakened. Raw cotton declined. 


Industry. 
Coal. Glasgow reports an abnormally brisk demand. 


Collieries are having difficulties in meeting all needs, and are 
handicapped by a shortage of railway waggons. A sort of 
unofficial rationing was resorted to. Delays in delivery were 
reported from other districts. Business was limited by shortage 
of supplies in Wales, output being absorbed by existing contracts. 
Interruption of shipments has..led to the accumulation of stocks. 
Insufficient supply of shipping made some idle time at the pits 
in the Newcastle area inevitable. There is little coke available 
for early delivery. Home demand in all districts was still 
increasing, and producers are reluctant to book further business. 


= Om 
Week ending 27. 1. 40. 


Metal Trades. Production is continuing at a high level; foreign 
‘supplies of scrap, pig iron and ‘semis’, though improving, were 
not always adequate. Expansion is hampered by the scarcity of 
skilled labour. Supplies of forge and foundry iron are adequate 
for current nesds, but there is only a narroy surplus for basic 
pig. Hematite reserves are good. 


"The Economist" estimates that 8C per cent of output 
of the engineering industry is for military and 10 - 15 per cent 
for domestic civil purposes, while not more than 5 ~ 10 per cent 
are destined for exports. 


Export licences for tin will be granted more freely. 


Plans for a big expansion in shipbuilding are getting 
under way. 


Textiles. 

Cotton. Holdirigs of Preference and Ordinary Stock of 
the Lancashire Cotton Corporation have been distributed among 
investors as the ordinary stock was now on a dividend paying 
basis. This marks the end of the direct participation of the 
Bankers' Industrial Development Company. 


The fall-in cotton prices has slowed down business. 
Unemployment is well below the average of all industries. 


Wool. Demand for civilian purposes is far in excess of 
the prospective output. Machinery is fully employed, except 
where there is shortage of skilled labour. 


Merino tops and yarns are exported more freely; for 
crossbreds licences are difficult to obtain. 


The new maximum prices are 50 to 60 per cent higher 
than those ruling in September last. 


Rayon. Good orders are booked for linings, but demand 
for furnishing fabrics is poor. Spinners are reluctant to 


accept new business, as they are booked for the next three months 
at least. 


General. The cold spell created considerable difficult 
road and rail traffic. oon = 


The requisitioning of ships is gradually ext 
cover all British tramp tonnage. ® & ly extended to 


Freights continued to rise. 


week ending 3. 2. 40. 
Diary. 


Finance. Last week's tightness in the money market was 
gradually eased during the week. Bankers' balances approached 
again a more normal level. Short allotments of Treasury Bills 
tended to reduce Treasury Bill rates. 


At one period during the week Conversion Loan fell to 
a point at which it yielded more than 3% per cent. 


Sterling at the free market in New York weakened in 
the first half of the week, but was firm again at the end of the 
pericd. 


A considerable bull position, estimated at fifty 
million ounces, in the Bombay silver market was broken- during 
the week. The Indian Reserve Bank has given support to the 
market in order to check a too steep fall in the matter. 


Labour. 4n increase in wages was reported for miners, whose 
wages will in future be linked to changes in the cost of living, 
for L.P.T.B. workers, for operators in the flour milling industry, 
for blast furnace men, and for craftsmen and labourers in the 
building industry. 


Retail Trade. Coal deliveries to householders were restricted to 
2 .cwts. a week, owing to temporary transport difficulties. 


Maxinum retail prices for liquid milk have been. fixed 
at the established level of winter prices. Producers are to 
receive a subsidy of 3d a gallon in January and February, to 
recompense them for increased costs. 


Maximum prices for home-grown oats came into force on 
February 1st. : 


Owing to greater supplies retail and wholesale. prices 
of bacon and ham were reduced by about 2d a pound on the average. 


The Government will in future be the sole importer of 
tea. No increase in retail prices for tea is expected for the 
present. 


Meat rationing is to come into force on March 11th. 


Commodities. Maximum prices for iron (plus 3/-d per ton), steel 
(plus ‘£1 per ton) and tin plate were- increased. The additions 
are to go into the central fund of the industry for the purpose 
of meeting the higher cost of imported materials. 


The price of Jute fell again heavily during the week. 
Tin prices were also lower. Prices of edible oils rose consider- 
ably. 


Industries. _ Weather conditions interfered with supplies and 
distribution both in the coal and in the iron and steel trades. 
Bnuployment at some works was interrupted. 


' 
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Week ending 3. 2. 40. 


Coal. Gusasgow reports that heavy inland requirements 
‘ave delayed exports and caused considerable waiting periods 
for vessels due to lead in the west. Irregularity in the 
shortage of shipping supplies hampered export business in the 
Newcastle area. On the Welsh steam coal market demand was 
well maintained. Large orders were placed with local shippers 


>y the French National Railways. 


It is becoming increasingly difficult to meet the 
aemand for coke. 


Iron and Steel. There were temporary setbacks in the 
industry owing to transport dislocation. Steel scrap is 
becoming increasingly scarce, and work was suspended at several 
steel furnaces in Wales. Supplies of hematite and foundry iron 
are sufficient for current needs. The production of basic iron 
in the Middlesborough area is to be further increased. 


The call for steel billets and bars in Sheffield is so 
heavy that delivery dates can no longer be given. 


Textiles. The further weakening of raw cotton prices reduced 
transactions during the week. In the American market more and 
more spinners have refused to sell. Buying for export in the 
cloth market hes been disappointing. Deliveries to the Dominions 
remained fair. 


Wool. More raw material is now distributed on export 
account. Less Australian wool is coming in now than a year ago. 
Business in the yarn market was very quiet, buyers being reluc- 
tant to pay the higher prices which spinners were asking. 


Rayon. The slight improvement of demand for rayon piece 
ce was maintained, but new business on the export side was 
sina. ° 

Jute. After the 50 per cent cut in the Government's sand- 
bag orders the industry is concentrating on the production of 
potato and flour bags and of camouflage hessions, which are 
urgently required. 


General. An Export Council has been set up to increase export 
trade. It is believed to be the Government's intention to in- 
crease exports to a figure of £600,000 a year against £438,000 
actual exports last year. 


The Admiralty is to be responsible for the building of 
merchant ships. Ships will be the property of the Government. 
The question of reopening disused shipyards for the big expansion 
programme is widely discussed, but shortage of machinery and 
skilled labour seems to present serious obstacles. 


In order to avoid increased food prices the Gov 
; _, in ernment 
is subsidising essential goods at a rate of £1,000, 000 per week. 


Diary. Two weeks ending 17. 2. 40. 


H#inance. After exceeding $ 3.99 in the beginning of the period 


the free sterling rate in New York weakened. 


Belgas depreciated slightly, end Argentine pesos 
Gepreciated. 


Note circulation showed a further increase the first 
week of February. Discount rates were lowsr. Bankers were 
ovying April bills to 1%. Applications for conversion of the 
Ash aa Sige Loan amounted to £2356 mn., and for repayment 
to £€ mn.. 


The reduction of the fineness of the 4-anna silver 
coin by the Indian Government caused a temporary weakmess in the 
Silver market. 


Labour. Unemployment rose slightly more than seasonally in 
January, but the increase (+ 150,000) was mainly due to weather 
conditions. The building industry alone accounted for an in- 
crease of about 100,000. Total employment seems to be appre- 
ciably less than before the War; the number of new recruits to 
the industry during the first five months of the War has been 
estimated at 300,000, while the withdrawals are believed to 
amount to almost twice that figure. 


Railwaymen are to have increased wages, dating from 
the beginning of the year. A wage increase of 5/-d a week was 
accepted by forty Trade Unions includec in tne Engineering Joint 
Trades Movenent. 


Retail Trade. The money value of daily saies reported for 
Decemmner was 1.5% lower in 1959 than in 195€. The value of 
stacks was reported to be 12.4% higher at the end of 1939 than 
ai. the end of 1938. This increase is attributed partly to 
higher prices, but partly to larger quantities of stocks being 
leid in by retailers. Having regard to the general increase 
in retail prices the volume of sales must be considerably lower 
than before the war. 


Rationing of meat will be introduced on March 11th, 
on a value basis of 1/10d per adult. 


Commodities. Spot rubber was firm, and advanced to over 124d. 
during the period. Forward prices have not risen to the same 
degree, and stand at a heavy discount against the spot quotation. 
Uncertainty of arrivals largely explains the demand for rubber 
for spot. 


Tin prices strengthened in anticipation of a 
reduction of quotas. 


For small orders covering less than 4 tons of 
copper, lead and spelter, additions to the existing maximum 
~rice were announced. 


Raw cotton prices showed little change. 


Two weeks ending 17. Fa kOe 


ndustries. } 
— Coal. Inland demand for industrial fuels is very strong; 


21i Fes for household coal have been temporarily curtailed. 
ee et eee were good in all districts, but tonnage supplies 
at the East Coast were hardly up to the average, while Glaszgow 
reperts that little coal was available for shipping. Industrial 
sad Aomestic coke is in heavy demand. 


Tron & Steel. Pressure for supplies continues in nearly all 
branches of the industry. There is still a shortage of iron and 
steel sersp in many districts. Supplies 2f pig iron are said ; 
co be adequate for all essential needs. Distribution of hematite 
iron is limited to certifigated: work; reserves of hematite are 
declining. Structural stéel and galvanised sheets are obtain- 
able only for official work of primary importance. 10-12 weeks 
are the nearest delivery dates which can be given. Re-rollers 
were enabled to maintain a more continuous operation; greeter 
Lonnages of billets were coming in from the U.S.A. Supplies of 
colliery maintenance steel were supported by the allocation of 
foreign supplies. Scottish makers and manufacturers are fully 
employed, but Cardiff reports that current ingot steel production 
is 10-12% below capacity, and that.some furnaces have been tem- 
porarily closed down. Production of the tinplate section has 
declined further. 


Sotton. Production was maintained at a high level, but new 
pusiness was only slightly better. Turnover in cloth remained 
sicw. There was a better demand for American yarns. In piece 
goods made from American cotton demand has exceeded supply. 

The Government export drive has not yet resulted in increased 
pusiness. In many cases orders could not oe placed because of 
toe possibility of required delivery. 


Weol. An increase in proportion of the qutput for civilian 
consumption is diverted to the export section. Shipments of 
yarns and tops to continental countries are increasing, but sup- 
plies of medium crossbred up to 56 quality are still exclusively 
required for military purposes. The home trace seems to be 
attempting to build up stocks in view of the predicted cut in 
wool allocation for wivilian purposes. Existing Government 
orders and export requirements make it impossible for spinners 
and manufacturers to satisfy this internal demand. Yarn prices 
: were practically unaltered, but less firm than a week ago. 


Flax and Jute. Flax is very scarce. Home trade in yarns and 
linen goods is restricted by licensing. Jute prices were slightly 
higher. A decree has been issued by the Bengal Government pro= 


hibiting an extension of the are 
an a for jute sowing during this 


Shipping. Freight rates have risen sharply; those for coa2 

South Wales are at present 3-5 times higher than the lowest ee 
in 1939. In the La Plata traffic 115-113 shillings were paid 
against 44/- before the general requisitioning of tonnage. It 
is believed that substantial profits will be secured by the 


Ministry of Shippi fr 
ee geeue nen ng from requisitioned British tonnage at present 


Two weexs ending 17. 2. 40. 


General. The financial arrangements between the Government and 
“ne Railway Companies provide for: 


(a) A pooling of the revenues of the four group companies and 
or the Bb. P.T..B. . 
(o) Minimum guarantees équal to the average net revenues for 
the three years 1935/7 (for 1938/9 in the case of the L.P.T.B). 
c} An equal sharing of the excess revenue between the companies 
and the Government up to a limit of £584 million. Any 
excess above this level is taken by the Government. 


Machinery is to be provided to adjust rates and charges to war 
conditions. To what extent Railway Companies should be liable 
to E.P.T. is not yet known. The agreement led to a considerable 
increase in prices of railway shares. 


Amendments to the Excess Profits Tax were demanded by 
the British Chambers of Commerce and by the Mining Association of 
Great Britain. 


The Bankers’ Industrial Development Company was 
reorganised. The Company is reducing its capital from £6 mn. 
to £1,950 by returning capital in excess of requirements, £4,050, 
and cancelling the uncalled amount of £5,994,000. 
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Diery. 
Week ending 24. 2. 40. 


Finence. The Treasury decided to take over certain: dollar 
securities at prices specified in the requisitioning Order. 
The expected re-investment demand stimulated the gilt-edged 
merket, end later in the week equities also. 


a There was again a short allotment of Treasury Bills. 
With heavy applications of £112 millions the discount market 
Obtained noe more than 32% of its stendard. 


The weekly statement of the Bank of Engiand shows that 
the ‘'reasury is again accumulating reserves on a large scale, 
possibly in order to effect payments in respect of requisitioned 
doliar securities in the beginning of March. 


Current deficiency of revenue as against expenditure 
was about £171 millions in the middle of February, irrespective 
of issues under the Defence Loan Acts, aggregating £450 millions. 


_War Estimates for the Navy, Army and Air Force Services, 
for the ténistry of Supply end certain other Services will be 
enade -by token sm of £100 for each vote. ; 


The War Risks Insurance Fund stood at £18.%3 millions 
or. Feneuary gOth 1940. = 

A vesolation asking for a discontinuation of the 
Government silver vurchases was submitted by the Federal Reserve 
Bearé to tne Benking and Currency Committee of the American Senate 
614i caused a slight fall in London silver prices. ~ 


Free sterling in New York was rather weaker. 


“ir. Keynes' revised plan for ccmpulsoxy savings provides 
for a Tamily bonus and a capital levy after une war. 
As from March 1st British importers of French. goods and 
French importers of British goods will be aiiotted. without for- 
mality, the foreign exchange they require. . 


Labour. Wages in Railway Workshops are to be increased by 5/-d. a 
week for men. There was a strike of nearly 1,000 operatives in 
Leicester Shoe. Factories engaged on Government footwear contracts. 
The Government scheme of Training Centres is to be extended. 


Retail Trade. There were numerous complaints by butchers in 
various parts of the country of the working of the Government 
Meat Control Scheme. 


The Chairman of the Imperial Tobacco Company stated. 
that the demand for the Company's products was “well maintained". 


Commodities. Wheat prices were firmer, owing to bad weather re- 
ports. Rubber prices moved irregularly. Tin prices tended 
upwards in expectation of a reduction of the tin quota. The 
rubber export quota remained unchanged for the second quarter of 
41940. The tin quota was reduced from 120% to 80%. 


The Egyptian Government announced that it would take 
mcasures to support the cotton market in case of need. 


-xzs- 
Week ending 24. 2. 4v. 


industries. 
Coal. Demand in all sections of the market was very ective. 


™he Government has taken special measures to move additional 
sux Lies of coal from the North to London and the South, to 
rejieve tne coal scarcity. ™e additional coal trains will 
necessitate the considerable reduction of passenger trains. 


South Wales expects that further Italian orders will 
be placec in the near future, ana that coal exports to Spain will 
increase because of the reported Trade Agreement with Spain. 


Transport difficulties were still hampering business 
in the Newcastle @istrict, and many collieries were working short 
time. 


Iron and Steel. The situation in the iron: and steel trade was 
little changed. Scrap supplies are still below requirements, and 
basic iron was in short supply. Rollers of sheets, light sections 
and bars are very busy. Enquiries for forward deliveries cannot 
be placed. Any small surplus after meeting Government demands 

is quickly absorbed. Enquiries. from overseas are plentiful, but 
production barely covers current needs. Shipbuilders’ enquiries 
“for structural material and immediate delivery are increasing. 


Textiles. 
Cotton. stccks of American cotton held here and afloat are 
estimated at 800,000 bales; which is more than four times the 
tota:. of four months -ago. There are also considerable stocks 
of non-samericen cotton. Turnover was amall, but there was keen 
demand fox coisse and medium American yarns, but many spinners 
rejeated offers because they were siready bocked heavily. 


Wool. Spinners and manufacturers have scid their prospective 
output a considerable distance ahead, and they are not pressing 
for orders. Exporters of yarns have been notified that appli- 
cavions for export qualities of 40's-58's have been deferred 
incefinitely. Quotations for. yarns show no change. 


Rayon. There is a fair amount of home demand for linings, 
while furnishing fabrics are not attracting much attention. Only 
a moderate business is being done on the export side. 


General. There was a big rise in British imports in January, and 
a smaller rise in exports, and in consequence a heavy increase in 
the visible adverse balance of trade. At about £60 millions the 
figure was nearly double that of January last. 


There was a further increase in freight rates for most 
routes. From the River Plate to Continental ports $ 32 were paid, 
against #@ 28 last week. It was mentioned that a rate of about 
£8. a ton for a vessel carrying 7,500 tons of grain yields a 
gross amount of about £60,000, which far exceeds the price at 
which a second=hand vessel of this capacity might have. been secured 
within a year or so of the outbreak of war. 


* Diary. Week ending 2. 3. 40. 


Finance. Treasury Bill rates continued to decline, mostly asa 
result of short allotments of Bills. Money remained easy through- 
out the week. 


= The Miristry of Suppiy has begun tc accept Bills drawn 
upcr it (mostly Jute imports) and to Graw Bills on manufac- 
turers ourcnasing w«1cn it. 


Sterling credits in respect of commercial transactions 
mey be granted to residents in the French Empire for purchases 


i. the sterling area, without prior approval of the Sentral Banks. 


The South African Government announceaG that the full 
market price (less re_Jisation charges) is to be allowed to the 
mines. In return for this concession a contribution of £3.5 mn. 
is tc he impcsed on the Gold-mining industry, derived from a 9% 
levy cn the gross taxable income. The measure is designed to 
stinuiate the working of lower-grade ores. This change of policy 
resulted in ae considerable rise in Kaffir shares, both in the 
Londcn and South African market. 


Total Government expenditure is estimated to come out 
at accut £1,718 millions (September estimate £1,993 millions) and 
total reveime at about £1,040 millions (estimate £959 millions) 
leaving a deficit of abovt £740 millions (September estimate 
£1,002 millions). 


Rsceipts from Motor Car Licences during December and 
Jamary were up to last year's level. 


Estimated capital expenditure of the L.C.C. will be 
nearly £10 millions less then in the present financial year. 


It is understood that leading Puilding Societies will 
chnortly resume iending for house purchases. oxcept for the 
jnitial days of hostilities withdrewals have iot been abnormal, 
end investments have continued to flow in at an increasing rate. 
This and a satisfactory level of repayments have strengthened the 
liquid position of the Societies. 


The National Savings Movement gathered about £100 millions 
in the first fifteen weeks. 


Lebour. Wages of engineering workers in Government establishments 
will be raised by 5/-d a week. Road haulage workers are also 
to get increased pay- 


Retail Trade. The Minister of Food met the Butchers' Committee to 
discuss their complaints about the working of the Meat Control 
Scheme. Beef supplies from Argentina are mostly apportioned to 
the Services. Home supplies were still short, and consequently 
mutton and lamb were the chief resources of the retailers. 


Fish supplies in Billingsgate were scarce throughout the 
week. 

The Ministry of Food announced that the output of beer 
would be permitted at a level not exceeding that of last year 
(ening September 30th). As consumption has declined it will be 
possible to expand national output beyond the current level. 
Vi.iskey output is to be cut to one-third. 


Trades Uniona are to be. represented on local Food 
CG woittees. 


=o = 
Week ending 2 3. 40. 


Comnodities. The rise in wholesale prices has slowed down since 
he beginning of 1940. Prices of raw materials and food-stuffs 
moved irregularly during the week. The rubber market was quiet, 
end firmer towards the end of the week. Cotton and tin were 
wiaghtly iower, and grains showed a slight loss compared with 


Las week. : 
Higher prices have been fized for iron and steel 


ars trying vo beild up etecks. Neweastie benefited from the 
impmoved tratfic arrangements, and better shipping tormage sup- 
plies from Scandinavian ccuntrisce. Little new business was ‘one 
iy. Garaiff, curvent outnut being sbsorbed by existing contracts. 
Thore was no lack of demané@ from ebroad. American coal is finding 
its way to Western Italy snd Switzerland, in spite of high 

freigns reases. x 


Prices for hunker coal in Xediterranean ports were 
inercasca. Present prices at Gibraltar are about 50% above 
those helding at the beginning of the wer. 


iron snd Steez. It is hoped thas the insrease in scrap 
priées will engment the supplies, which et present are not quite 
suvvricient to satisfy demand, particularly in South Wales and 


SeotLand, where a large proportion of Sereap iron is usuaily con- 

sr.¢a in steel making. Production oft hemat.te in the Midlands 

ig falling below requirements. Steei makers are taking up 

néarly the whole output of basie iron. Very 1ittie is left for. 
5S Preseure for plates anc sections is sontinuing 

vrnabesed. Rolling firms have some difficuliies owing to the 
iar flow of semi-products. 


The Ministey of Supply has purchased nearly the entire 
cutput of the British Aiuminium Company ané@ the Aluminium Company 
cr Cenada for 1940, at about pre-war prices, and has made arrange- 
ments for developing further increases in capacity. 


Textiles. Business in Egyptian quelities (Cotton) has been better; 
the change-over to Egyptian qualities meant higher prices but 
shorter delivery dates. Fair business was done in household and 
otner goods for home consumption. Dominion markets have been 
steady buyers. 


The concentration of Government demand on the coarser 
qualities of cotton yarns and the consequent Shortage has induced 
the Government to make arrangements with private firms for con-: 
siderable imports of cotton yarn from India. 


Wool. Supplies at present available are sufficient to keep 
machinery employed at the recent leve). New business: in yarns 
13 rather smell, There have been no changes in prices. 


Rayon. Pressure for quick deliveries of best-— ualit 
us conbinuing. Home demand for finished goods, Sxheptine penicg 
aishing fabrics, is fair. All rayon dress materials: are in 
increased demand. from home trade houses. 


- § - 
Week ending 2. 3. 40. 


Sintoving. A new Freight Bartering Office has been set up. 


Shipowners complain that requisitioning rates have not 
vo. been settled. 


Freight rates were egain firmer. In the River Plate 
beeasward mavket 142/-d were paid. Zastern freight #alues also 
advancea considerebly. : 


Lower war risk. rates will ce quoted fer ships sailing 
in 20nvoy- 


22Prei.. The French Minister of Finance mate a number cf decrees 
JIgnmed to reduce consumption end to increase cutput. Rationing 
23 30 be introduced soon. 


Diary. Week ending 9. 3. 40. 


Finance. The return of 3% on the £300 million Loan with its life 
of 15 - 19 years agrees well with the present market price of 
bonds, the yield of 3% National Defence Loan (i4 - 18 years) 
being £2.18.7d., and that of the 24% Funding Loan (16 - 21 years) 
E3etew ed. The terms of the Loan were well received in the City, 
but two questions may be raised. AS the amount borrowed repre- 
sents about three months! deficit it would have’ been desirable to 
spread the payments over a longer period than one month. The 
restoration of funds to the market would then proceed to a greater 
extent automatically by way of Governmental expendi‘mure. This 
would reduce, or even make unnecessary, the artificial restoration 
of funds by buying bills from the banks in order to avoid credit 
stringency, and also the finance of subscriptions by bank advances. 
A more general question is whether it would not have been advan- 
tageous to postpone issues of long-term loans for a certain 
period and to continue to finance the deficit in the meantime by 
Floating Debts. Such an accumulation of short-term assets might 
have made the market more eager to buy bonds, and would thus have 
ae to reduce the long-term rate, and hence the cost of borrow- 
g- g 
Exchange regulations were tightened up. Contrary to 
expectations the control of export proceeds was limited to five 
specified commodities. - Exporters have to satisfy the Authorities 
after March 24th that payment for these exports will be made either 
in one of the leading foreign currencies or in sterling bought 
through the official market. As a step of this kind had been 
expected since the middle of the week, and as tin and rubber were 
. the main sources of demand in the free market, free sterling in 
New York, which was quoted at 392% on March 2nd, weakened to 386% 
on liarch 9th. Corresponding measures have been taken for the 
Colonies, and by India and Australia. 


Buying on Indian account caused silver to appreciate 
pence per ounce spot on March 2nd to 21 8 pence per ounce 
8th. 


from 20 
on Mer. 


Ae 


Money was abundant throughout the week. 


Parliament will be asked for a vote of credit for £700 
million to cover the war expenditure. 


An arrangement has been concluded between the Ministries 
of Food and Supply and the British Insurance markets, providing 
for the insurance of marine risks pn the many commodities controlled 
by’ the Departments other.than Government-owned property. 


2 : 
Labour. The unemployment count taken on February 12th did not show 
the usual seasonal improvement. This appears to be mainly due to 
the unfavourable weather in early February. An official estimate 
puts the fall in the registered number of unemployed during the 
fortnight after February 12th at 200,000. 


London members of the Electrical Trades Union have de- 
cided to oppose dilution of labour in any forn, 


The claim of ‘Civil Service organisations for a cost of 
living increase of pay was refused. ; 


i Minimum wages for agricultural labour are to be fixed by 
a Central Board. 


Week ending 9. 3 40. 


The value of retail sales in January 1940 was 3.8% 
higher than in January 4939, the increase. for food and perishables 
being 5.4%, but for non-food merchandise 231%. After allowances 
for the rise ‘in retail prices the volume of sales. must, have been 
appreciably lower than a year ago- There was a considerable in- 
crease in sales of piece goods. 


Retail Trade. 


Woolworth's Stores will increase the price of certain 
articles (enamel-ware and wool and hosiery goods) to over 6d. 


Meat’ rationing came into. force oh March 11th. | Home- 
produced meat must be taken into consumption first; only the 
balance required to make up the civilian ration can be drawn from 


the imported supplies. 


A moderate proportion of the butter ration and a large 
percentege of the bacon ration are not. at-present being taken up 
by consumers. A considerable quantity of bacon is sold free of 


coupon. 


Commodities. Shipments ‘of rubber to London are increasing, The 
snot price fell slightly’ and forward discounts’ narrowed. 


’ The standard cash price of tin gained about £3 during the 
‘week, and closed at £255 a ton. 


Wheat prices eased towards the end of the week. Neutral 
demand is said to be slackening. 


Prices of maize, both Argentine and American, were lower. 


Oil and oilseeds are coming in on a larger scale, and it 
is hoped to increase alloczwtions to paint manufacturers and expor- 
ters. 


Industries. 

Coal. The coal trade had a very active week. In moat 
districts household demands are met without difficulty, but supplies 
of manufacturing coal and for export are still short of requirements. 
Glasgow's trade with France is increased, and arrears of Irish 
business were worked off, but private rationing is still continued. 
Shipments from South Wales also showed an improvement, and Newcastle 
revorts better arrival of tonnage and exceptionally large inland 
movements. Patent oven coke is in strong demand and firm. 


It was announced in the House of Commons that the policy 
of storing coal for next winter would-pursued as soon as circum- 
stances permit. 


; Tron and Steel. Steel scrap is still in:short supply, par- 
ticularly in Glasgow .and South: Wales, and is handicapping manufac- 
turing industries. Bigger imports of semi products have eased 
the position of the re-rollers, but:in some districts they are stil) 
working from hand to mouth. Output of basic pig is to be expanded 
to meet demand. Production of pig iron is only sufficient to 
cover immediate requirements. 


Arrangements for supplies of steel to motor car oe 
turers for export and for-home supplies of commer Weacnue 
becn made by the Board of Trade. pats oie" Sines 22, 0Ee 


Week ending 9. 3. 40. 


Textiles. 

Cotton. Raw cotton prices showed very little alteration on 
balance. The trade has been disappointed by the severe cut in 
supplies for civilian consumption. Export rations for tops and 


yarns were also reduced, but those for fabrics were increased by 
20%. The proportion taken by the Government is higher in the 
second rationing period, partly because of actual expansion in 
demand, partly because of the inclusion of certain public bodies 
hitherto supplied through ordinary commercial channels. The 
effect of the reduction in total allocations on employment may, 

in the Controller's view, be avoided by using finer counts of yarn 
and by the extended consumption of non-controlled materials. 


The tone of the cloth merket improved. liore new orders 
were on hand than makers could accept. Business in some overseas 
markets is said to be held back in the belief that cotton exports 
are to be subsidised 


Wool. The higher issue prices fox crossbred tops have been 
followed by a general revision of quotstions for yarns. Cross- 
bred sorts are about 4d. up, and botany sorts about 2d.. Busi- 
ness. in the latter, particularly for exports; has improved. 


Rayon. Fresh business in the rayon trade is not large. 
Manufacturers are booked well ahead, and cannot give definite 
delivery dates. 


Flax and Jute. There is very little new business for flax 
and tow spinners, snd machinery has been stopped. Business in 
jute was also quiet. 


From Company Reports, 

British Assets Trust. From the Chairman's speech at the 
annual meeting it would appear that at the date of the commencement 
of war it had investments in the United States valued at about | 
£A,318,000 (or 10% of its funds). The Trust, on its own initia- 
tive, realised £950,000 of these holdings up ta 27th February 1940. 
A further £310,000 was requisitioned by the Government under the 
recent Order. It was stated that the Trust had been able to make 
setisfactory reinvestment, no very adverse effect on revenue being 
expected. 


At the annual meeting of the Metropolitan Electric Supply 
Committee it was stated that although the Treasury had authorised 
the issue of £500,000 preference shares (together with “£150,000 
debentures sanctioned at the same time, “required to meet' capital 
expenditure already authorised and which had to be dealt with") 
the Capital Issues Advisory Committee had reaueSted that the issue 
be deferred until a later date. 


3) if 
Transport. During the first four months of the war the number o 
passenger journeys on the L.N.E.R. decreased by 26.3% compared with 
the same period in 1938, while .goods traffic increased by 29%. 


Freight rates advanted only slightly during the week, 
and tonnage supplies have been slightly better. 


General. Export groups for eacu snaustry are to be formed under 
the Export Council, to deal with raw material and distribution 
problems. ; 

The rederation ‘of British Industries and the Confeder- 
ation Génerdéle du Patreonat Francais set up a joint Anglo-French 
Council to eliminate competition and to: increase exports. a 
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Italian colliers carrying German coal from Rotterdam were 
held up by the Contraband Control, but later released. 


324,000 men registered for military service on March Sth. 


A NOTE ON THE WOOLLEN INDUSTRY. 


By the end of 1939 the Wool Control had become the sole 
dealer in raw wool in ‘this country. In October it had acquired 
the exportable surplus of the Australian and New Zealand clip for 
the duration of the war and one year - and in December it acquired 
the home clip at’ fixed prices. Stocks had also been requisitionec. 


There is now in existence a fully worked out Rationing 
Scheme. The distribution of wool to spinners and the supplies of 
yarn are under the control of a Joint Rationing Committee, which 
is composed of Sectional and District Rationing Committees which 
deal with the actual distribution to the various sections of the 
trade (e.g. Hosiery) and to the various parts of Great Britain. 
The amount of individual civil rations are determined after 
allowance has been made for the amount of machinery used on Govern- 
ment orders during the rationing period. (The rationing periods 
are of four months - i.e. the first ran from November 1st, 1939 
until February 29th 1940; the second is March ist 1940 until 
June 30th 1940, and so on). But in addition to the Government 
priority, there is a complete Exports Bonus s¥heme. A manufac- 
turer will receive, as a first call on materials available for 
civil trade, 125% by weight of wool contained in tissues and 
xnitted goods manufactured by him which were exported in the 
previous rationing period. Further 125 lb. will be allowed for 
every 100 lb. weight of wool exported in fabric during the first 
half of the rationing period March ist - June 30th 1940. Issue 
prices for such exports are guaranteed. ; 


The most recent development has been in connection with 
the Export Council, whose function was set out in a White Paper 
on March 5th 1940. An Export group of the Wool Textile Industry 
‘has been formed in Bradford. This Group is representative of the 
whole industry, and will operate through sub-groups formed to 
deal with various sections of the trade ~ e.g. Wool tops and noils, 
yarns, hosiery etc.. The plan is to pool knowledge of export 
markets and to encourage firms to sub-contract orders which they 
themselves. cannot fulfil with their own ration of raw materials. 
There is to be no coercion, however, except insofar as rations may 
be withheld subsequently from non-cooperators. : 


Unemployment. Unemployment, which was 15.2% in January 193S, and 

9.7% in June, fell steadily to 3.4% in pecemter 1939, aKa 3.6% in 

January 1940. Certain industries, notably carpets, which consume 
wool, were adversely affected at the outbreak of war by the refu- 

sal of merchants to sell at the Control maxima, since they claimed 
they could only sell at a loss. Wool textiles are, however, now 

working with very low unemployment. : 


Price Policy. The Board of Trade index of wholesale wool vices 
rose from ibe. &n August 1939 to 135.8 in January 1940. ye pekt 
foresee of »aw wool are 65% above the pre-war level, and this 
eambbaes considerable criticism ap ualansis os the needed export 


Diary. 
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Pinance. The unofficial sterling rate in New York reacted rather 
more strongly than expected to last week's Exchange restrictions, 
and the Finnish peace and political rumours may have added to 
this movement. The New. York rate dropped to 3.704 on March 15th, 
a discount of about 8% against the official rate. The free rate 
recovered to 3.722 on March 16th. Exporters already appeared to 
be acting in accordance with the regulation. Demand from 
er importers of rubber and tin was lacking in the unofficial 
rket. 

Several currencies quoted at free market rates in London 

moved as usual in sympathy with the dollar, and appreciated in 


terms of £ sterling. Danish Kronor: 19 (previous week 203); 
Japanese yen: 15ida (14 Z); and Italian clearing rate 73.40 
(76.65). Finnish markS, after the conclusion of peace, improved 


slightly to 255 (260 sellers). 


The official quotation of 410 lei for the £§ sterling in 
Bucharest was changed on March 13th to 850 lei, being 410 lei + 
38% premium to exporters as before + a new additional prenium of 
50%. With the Reichsmark at 50 lei this gives a cross rate of 
17 Reichsmark to the £, at which British imports from Roumania 
Should be more profitable than before. 


Certain foreign loans of a less marketable type were 
exempted from the usual transfer restrictions. 


It has been repeatedly suggested that special sterling 
accounts in which Swedish exporters are credited for their export 
proceeds in Great Britain. are not a full substitute for the 
clearing, as they would be if the special pounds could be used 
for payments of Swedish imports from Great Britain only. Control 
from the British side is said to-be lacking, and much is left to 
the Swedes. The Swedes have even been granted the right to sell 
their special pounds to non-Swedish quarters. Thus the special 
aecounts do not link increased British purchases from Sweden to 
higher British exports to. Sweden. 


The Clearing Bank's return for February reflects chiefly 
the strong seasonal increase in tax payments. ‘Total deposits fell 
during February by £44 million, and bills discounted + money at 
call and short notice by £40 million. 


The 3% War Loan was over-subscribed, though not to the 
extent expected in certain quarters. The payment of the first 
instalment of £30 million did not cause any disturbances in the 
money market, the banks having been "prepared" for it beforehand. 
Just before the issue bankers' deposits were about £30 million 
higher than at the end of February, this chiefly as a result of 
heavy Government disbursements to pay for the mobilised dollar 
securities and partly of the open market purchases of the Bank of 


England. 

The new minimum prices for gilt-edgeds announced on _ 
Monday March 18th are pretty close to Friday's quotations, and in 
no case more than 4% lower. As the higher minimum prices reduce 
the risk of a major relapse they should, if short-term rates are’ 
kept at the present level, give rise to a further increase in 
gilt-edged values. 


Labour. -- The Unemployment Fund showed a surplus on general account 
of about £6% million during 1939. That brings the accumulated 
balance up to.about £57 million compared with outstanding debts 
totalling £77 million. The Statutory Committee, after a review ot 
the possible post-war demands on: the Fund, recommends that 

£37 million of debt should be repaid and the resulting net saving 


=a RS 
Week ending 16. 3. 40. 


shoulda be used to increase the benefit for the first two children. 


The Central Agricultural Wages Board is to fix national 
minimum wages for Agricultural workers. The County Committees 
will fix local wage rates, provided that they do not go below the 
basic minimum fixed by the Board. 


A limited number of skilled men in the Forces is to be 
released under certain conditions for industrial émployment. 


About 600,000 men will be called upon to register under 
the National Service Act during April. 


Workers in Admiralty establishments and in the London _ 
wholesale production trade are to receive wage increases of 5/-d 
a week. — s ‘ 


Retail and Wholesale Markets. The cost of living index at the 


beginning of March was 7% higher than the previous month. 


The butter ration is to. be doubled from March 25th. 


Stocks of tinned and bottied. fruits in this country are’ 
so large that no more: may be imported without licence, ot 

Potato imports are prohibited except under licence. The 
purpose of the Order is to secure a preper control*“of the cammodity 
and to regulate home trade, having regard to last year's bumper 
crop. habiiies ; 
A general increase of 3/-d a-hundredwéight will. be made 
for livestock.: Covent Garden's trade in fruit and vegetables 
was quiet. Fruit was plentiful and prices were slightly higher. 
Poultry was dearer, fish somewhat lower. ; . 


The Metrovolitan Water Board proposes higher water rates. 

Ons of the Price Regulation .ommittees investigated: 
seventy complaints. about the prices of torch batteries, and found .. 
no evidence of a deliberate attempt to profiteer. The considerable 
number of agents between the makers and the public was said to be 
one of the réasons for the high prices of torches. ; 


Tin and rubber were lower om. prorit-taking in connection 
with the Exchange restrictions. Cotton prices were lower. 
Industries. 

Coal. The coal position has not eased*very much during the 
week. It has been suggested that shortage of man-power owing to 
prevailing illness and to the withdrawal of young miners is one of 
the main difficulties of the trade. . Requirements of industrial 
consumers and utilities and railways are still exceptionally large 
and pressing partly, presumably, for stocking purposes. Demand ~ 
for household coal has hardly slackened. Current outputs are 
readily absorbed, mostly by contract arrears and priorities. 
Difficulties are experienced in Glasgow in securing supplies for 
the shipping trade, Newcastle reports befter transport facilities 
for inland and overseas supplies. With export prospects increas- 
ing (South Wales is hoping for an atreement with Italy) and a 
considerable margin of home demand over current output trade 
circles are asking for active measures to stimulate coal production. 


Iron & Steel. Three limiting factors are o i 

‘ perating in the various 
sections of the Iron and Steel Trade; shortage of skilled labour. 
particularly in the finishing trades; scarcity of raw material _ 
(scrap and imported semis); and existing capacities. For some 
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materials deliveries cannot be obtained under 20 weeks, wnile in 
light plates some mills are committed for even longer periods. 
The recent increase in scrap prices has augmented supplies, but 


heavy and malleable scrap is still short of requirements. There 
seems to be keen competition for Continental and semi products, 
France and Germany being heavy buyers of Belgian material. All 


grades of iron are in strong demand, but pressure is greatest for 
the chain and cable industry, for railway waggon building concerns 
and marine shops. 


Textiles. 

Cotton. Cotton prices were unsteady. Turnover has been poor 
owing to the difficulties of covering in varn. Plain whites and 
dress fabrics were taken for home consumption, and fair enquiries 
came from overseas, but little business was done. Many home 


trade orders were rejected, as makers are booked ahead for priority 
contracts. 


Wool. Spinners have already sold fully the civilian alloca- 
tion for the current rationing period, and buyers find it difficult 
to place new orders. The curteilment of civilian supplies tends 
to stimulate demand for blends of fine wool and rayon. Exports 
of fine tops are fairly large, but it is thought that exporters 
will soon have exhausted their allocation for the present rationing 
period. 

Rayon. Home trade buyers are not finding it easy to obtain 
their full requirements as most cloth producers are giving prefer- 
ence to production for exports. New business was small. 


From Company Reports. 
London Tidtend & Scottish Railway. Lord Stamp in his address 


at the annual meeting referred to the liability of the railways 

to E.P.T. and advocated that E.P.T. should be payable as an alter- 
native to - not as a supplement to - the proportion of profits 
payable to the Government under the agreement. 


It was also stated that compensation had still to be 
determined for assets talten over for non-railway purposes. (Sure- 
ly in so far as these assets contributed to the "minimum standard 
revenue" they are to be allowed to count twice for their earning 
power?) 

Courtaulds Ltd. Mr. Samuel Courtauld stated that the busi- 
ness was losing invaluable and irreplaceable key men who were not 
listed in reserved occupations and that the procedure to secure 
exceptional exemptions was practically unworkable. (Altogether 
they had lost about 10% of their staff since the beginning of the 
war. The shortage of labour being exceptionally marked in North 
Wales). Mr. Courtauld estimated that the total value of their 
exported products at the stage at which they left their factories 
(at the existing rate of production) would be not less than 
£4.5 million per annum, and that subsequent processing by exporting 
customers would ada at least another £2.5 million. At the 
beginning of March over half their rayon, yarns and fibres were 
being exported in one form or another. 


Bovril Ltd. Lord Luke stated that the frigorifico of the 
Argentine Estate of Bovril Ltd. had been refused any share in the 
quota to ship meat to England, and gave other examples of. the 
Argentine Government deliberately discriminating in favour of 
locaily owned works. 


United States Debenture Corporation, had realised £1 million 
from the sale of dollar assets and were faced with the problem of 
reinvestment. They proposed to retain at least some part of their 
funds in a liquid state until the war is over. 
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ritish Isles & General Investment Trust. 13.3.40. The Chairman 
referred to the nominal nature of stock efchange quotations in the 
securities in which they were interested and stated that for meny 
stocks it was impossible to buy or sell effectively at the prices 
quoted. He had known cases where £1,000 of stock on offer had 
put down the quotations by 10 points, and sometimes the amount of 
stock in issue has been as much as half a million. 


Trade & Shipping. Trade agreements with Norway and Denmark have 
been concluded, but details will not be published. 


Anglo-Italian trade talks are to be resumed. 


Shipments of Swedish iron ore through Norwegian -terri- 
torial waters in the three winter months, December - February, 
amounted to 478,000 tons in 1939/40, compared with 1,290,000 tons 
during the same period in 1938/9. 


Germany has placed orders for Gréek tobacco estimated 
at 36,000 tons, while the U.S.A. are buying: 10,000 tons and the 
United Kingdom about 3,000 tons. 


Freight rates, except in the East, were easier during 
the week. 


General: The forming of area groups of small firms to use their 
capacity for war production is now in progress. 


The Minister of Supply has- appointed a Committee to 
consider the questions of producing greater quantities of non- 
ferrous metals (particularly Cornish tin) in this country. 


The new aluminium works at Resolven are to commence 
production towards the end of the year. 
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UMINIUM. 


Control of Aluminium Order (No.1) dated September 1st, 1939, 
forbade,subject to certain exceptions,the purchase or sale of 
aluminium or aluminium alloy. It also called for certain returns 
and information with regard to stocks and so on. Bight days 
later the standstill order was revoked and purchase and sale was 
again possible subject henceforward to licence from the Ministry 
of Supply. On September 26th, an Order (No.3) fixed a maximum 
basis price of £94 per long ton for virgin aluminium and gave a 
schedule of maxima for alloys of various classes. Then on November 
2ist 1939 the Ministry of Supply became the sole déaler in virgin 
aluniniun. The Statutory Rule and Order No. 1672 reads: 

“4. (1) No person shall acquire or dispose of or agree or offer 
or invite an offer to acquire or dispose of any virgin aluminium 
situate in the United Kingdom: except from the Minister of Supply". 
The sale rule applies to virgin aluminium alloy. The Ministry of 
Supply decided to sell virgin aluminium in bar or ingot form at 
£110 per ton. Previous maximum prices were withdrawn. It was 
stated, however, that the price situation would be closely watched 
and powers might be taken to impose maximum prices. 


In 1938 the United Kingdom produced 24,000 metric tons of 
aluminium, whereas consumption was. 65,000 metric tons. Imports 
were 46,000 metric tons, of which 30,000 came from Canada. In 
order, therefore, to encourage imports of aluminium, which is of 
course an important war material, the import duty on aluminium and 
alloys containing more than 50% by weight of aluminium was removed 
on October 9th, 1939. Further, in order that the metal should 
only be used for essential purposes, imports were forbidden 
except by licence from February ist, 1940. These licences are 
obtained from the Board of Trade which acts, however, solely on 
the advices: of the Aluminium Control. 


A further important development of policy came on February 
28th. It was announced that the Ministry of Supply had bought 
up the entire output of the British Aluminium Company for 1940 and 
that of the Aluminium Company of Canada for the remainder of 1940 
and the whole of 1°41 - less only Canadian domestic requirements 
and pre-war comnitments. On known production figures this 
involves some 104,000 tons, which at the prevailing price of ap- 
proximately £100 per ton gives a value of £10,400,000. It is 
known, however, that the Ministry of Supply has arranged for 
substantial increases in output by both companies, sufficient to 
bingCanada's average production for 1938-39 of 55,500 tons per 
annum almost to the level of German production - i.e. 430,000 - 
440,000 tons. Without giving any detailed substantiation the 
Daily Telegraph estimated the cost of the deal as £18,000,000. 


This deal has been subjected to criticism in the House of 
Commons. The Controller of Aluminium and his deputy were, until 
the outbreak of war, both officials of the British Aluminium 
Company, which produces nearly the entire British output. 

Mr. Vyvyan Adams said that users of raw aluminium estimated that 
the British Aluminium Company could make a reasonable profit by 
selling raw aluminium to the Control at a figure between £65 and 
£70 a‘ton. Mr. Burgin replied that in his opinion the actual 
purchase price of £94 a ton was reasonable and the cheapest 
possible. He said that if there was any hint of profiteering it 
would be open to the finance section of the Ministry of Supply to 


discover it and so report. 


4 Quin's Metal -Handbook and Statistics, 1939. The figure for cor- 
sumption is estimated. In 1939 the U.K. output was 48,000 netric 


tons. 
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Diary. Three weeks ending 6.4.40. 


Finance. The free sterling rate in New York in the week before 
aster, vacillating merely between 3.76 and 3.71 dollars, came 
under strong pressure afterwards - exactly on March 25th, when the 
restrictions as to the payment of certified British exports 
(rubber, tin, etc.) came into force. The lowest closing quotation 
of any day within the period was 3.484 on March 27th, the lowest 
point since 1932. It had been expected that this restriction of 
demand for “free pounds" might justify no greater depreciation 
than to about 3.70. The fact that this level was not kept was 
explained by foreign holders of sterling deposits turiing sellers 
in view of the risk of further depreciatien, should the British 
Government put up further restvicziione as to the permitted uses 
of “free sterling". A supplementary ractcor, so it is believed, 
was some speculative activity from the Far East (Shanghai?) and 
from neutral centres like Ansierdan. 


The U.S. Secretary of State. Mr. Cordell Hull, stated 
on March 28th that the U.S. Government are prepared to give full 
effect to the “escape clause" of the Anglo-American trade treaty, 

t<referring to the case of prejudicial cxrrency depreciation. 


Uruguay was removed from the list of destinations to 
which certified British goods may only be exported if the foreign 


exchange proceeds are made available to the British control. So 
Uruguay was put into the same category as, from the outset, 
Argentina. 


The London rates of currencies, not officially fixed, 
followed the movements of the free rate in New York more or less 
closely, apart from occasional time lags. In Danish kronor the 
pound was 18 = since April 5th (194 on March 18th). .The Japanese 
yen appreciatsa between the same dates to 153 (154)d., after 
having gone up to 16d. The rate for the Anglo-Italian clearing 
was lowered to 70.94 (73.90). The recovery of Finnish mark, 
begun after the conclusion of peace, progressed to 175 (255). 


"Special sterling accounts" in favour of foreign sup- 
pliers were set up, as before for Sweden, now for Norway and 
Denmark too. This followed the ratification of war trade agree- 
ments with both these countries. It was reported with regard to 
the Swedish special accounts that the British control conceded to 
the Swedes the right to use part of their sterling proceeds to 
finance their own supplies from Belgium and Brazil. 


The Danish National Bank provided a special sterling 
rate of 19.40 Kr., at which exports of hacon, butter, eggs, etc. 
would (be settled and which was to be more favourable to Danish 
agricultural producers. 


The Anglo-Spanish clearing was re-opened on a modified 
basis. In this connection another special sterling rate abroad 
came into being. Bésides the "official rate" of 38.60 to the 
pound, referring to payments for merchandise within the clearing, 
a "voluntary" rate of 45 pesetas was quoted for various other pay- 
ments (private and charitable remittances; commissions; insurance 
premiums). This was, within a limited scope, a revaluation of. 
the peseta by about 16% and was in accordance with the belief 
that the peseta was undervalued at the official rate. 


The quotation in Lisbon moved to 103 (April 2nd: 106) 
escudos. This happened independently of the general tendency in 
the foreign exchange markets, and was taken as fresh proof of 
Portugal's intention, as declared some time ago, to decrease the 
undervaluation of the escudo, making use of its indepe: -nce from 
sterling. : 
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In spite of prepayments for the War Loan there were 
on the whole no symptoms of credit stringency (except perhaps for 
a short time at the end of March). The Bankers' Deposits were 
stable at £98 million between March 20 and 27 and on April 3 they 
increased to £121 million; the Public Deposits at these dates were 
£A9 million, £43 million and £22 million respectively. This 
development is attributed to heavy Government disbursements in 
the period considered. 


The final figures of the Yfinar:cial year 1939-40 show 
that the actual deficit of £767.7 million was £170.5 million 
below the estimate. However omly £54 million of this amount is 
due to the excess of the actual revenue over the estimate. The 
rest (£116.5 million) is accounted for by deficiency in expenditure, 
i.e. by obstacles to carrying out fully the rearmament plan. 


ao Between February and March unemployment dropped by 
383,000 to 41,121,000, being 660,000 less than a year ago. A 
large part of the improvement is admittedly due to the change in 
weather. 

A quarterly war census of labour in industry is to be 
made. The data will include the approximate percentage of total 
labour employed sn Government work, export trade, and civilian 
work. , 


Retail Trade. The money value of retail sales in February was 
4.2% higher than in February 1939. There was a big increase in 
piece goods sales (+ 38%) and a decrease in the furnishing depart- 
ment and in miscellaneous sales. Sales of food and perishables 
were 3.9% in excess of those in the previous year, which indicates 
a fair reduction in the volume of trade. The value of total 
stocks increased again, being about 20% higher than a year ago. 


A reduction of the butter price was advocated in view 
of the large stocks in this country and the heavy supplies to be 
expected at this season from New Zealand and Australia. 


Fish was dearer and fruit and vegetable prices were 
increasing. 


Commodities. Newsprint prices were raised from £17 to £21.10s. 
per ton on April ist. There will be a further increase to £25 
per ton from July ist next. 


Increased maximum prices for the purchase of waste 
paper and other waste material have been fixed. 


Commodity prices were affected by the political news. 
For the period as a whole there were only slight changes. Cotton 
recovered after a substantial decline. Tin prices improved 
Slightly. Rubber and Jute were weaker. Maize was lower and 
wheat slightly higher. 


Industries. 
Coal. Apart from the Easter holidays coal output has been on 
a@ good scale. Home demand continued to be so strong that busi- 


ness on export account had to be refused in many cases. Exports 
to France under priority arrangements remained the chief feature 
of export trade, Not much new business could be accepted, as 
current outputs are absorbed by existing contracts. Admiralty 
orders for bunkers remained on a heavy scale. The home industry 
and public utilities are buying at big levels, while household 
demand shows signs of seasonal Slackening. Cardiff complained 
about delay of tonnage, but Newcastle seems to be Satisfied with 
tonnage arrivals. Enquiries from abroad and unsatisfied demand at 
home indjoate that a much larger production could be cleared. 


- $$» 
Three weeks ending 6.4.4C. 


The question of substituting home-produced fuels for 
imported oil is being investigated by an authoritative body. 


Iron & Steel. A plan to ensure an eouitable distribution of steel 
supplies and to prevent steel malrers trom accepting orders in 
excess of capacity te celiver tame inte force on April 1st. All 
consumers of steel wili be ¢roived into suitable categories under 
the appropriate Government department, and each group will receive 
a@ quarterly steel allwcation. This original plan was slightly 
modified by postponing the date at which she scheme is to come 
into operation. : 


At the same tine it was aimounced that licences will now 
be required to buy iron and steel scrap, 


Outputs are still at capacity in most cases, but barely 
suffice for current needs. Delivery dates for new business had 
again to be extended in many cases to the autumn. Ample supplies 
of pig iron seem to arrive. and supplies of semi-finished iron and 
steel are said to be sufficient for re-rollers' requirements. 
Makers of East Coast hematite are meeting heavy demand. Scrap 
supplies and imported semis seem to have improved slightly. Ship- 
building requirements are being fully met. All the finishing 
trades are booked well ahead. Demand for agricultural machinery 
has been very heavy for some time, in connection with the Govern- 
ment's agricultural programme. Mining equipment for extension 
and development is demanded on an increasing scale. There is an 
active call for iron pipes and steel mains, and the cutlery trades 
are enjoying a boom trade. 


Textiles. 

Cotton. Wholesale textile sales in February 1940 were 
appreciably higher than in the corresponding period last year. 
The index number for home trade stands now at 113, compared with 
75 last year, and for exports at 78, compared with 74 in the 
previous year. 


The drop in American cotton values restricted busi- 
ness severely, and so did the uncertainty about the advance to the 
present margins which the Cotton Controller will make in compen- 
sation for the increases in wages. 


Wool. The Wool Controller announced that for raw material 
required for export fabric the present home issue prices will be 
maintained until October 3ist, thus removing one of the difficul- 
ties which exporters have experienced in quoting for delivery 
later in the year. 


The issue of a preference certificate will be permitted, 
covering material required for new export orders. Up to now, 
the preference scheme was based upon actual past exports, 


Considerable difficulty is experienced in obtaining 
certain grades of wool and tops. Supplies of fine merinos are 
fairly plentiful. The majority of users have bought their ration 
for the present period, and are therefore not interested in new 
business. Spinners are preferring orders for yarn, which is in- 
tended for manufacturing piece goods or hosiery for export. This 
reduces yarn supplies for the home market and for the export yarn 
trade. Circulars have been sent to exporters asking for infor- 
mation about outstanding orders. Export yarn orders are to have 
preference over home market orders in raw material supplies. A 
fair amount of orders is coming from the Continent, and shipments 


are maintained at 2bout the recent level. 
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. Machinery is kept busy on existing contracts. New 
suae ae on a small Eaniee Export orders are taking the bulk 
of piece goods output. Enquiries from abroad are coming in at a 
satisfactory rate: Yarn prices are to remain unchanged for a 
further six months. Full production of best quality yarns is 
peing maintained. Pressure to secure quicker deliveries has not 
lessened, but has had little success. 


Flax & Jute. Supplies of flax are still very small, and 
business in linens is quiet, The turnover in the jute market 
was on a small scale, and prices were weak. 


Leather. Arrangements have been made for the release of 
leather from the Ministry of Supply reserve for export business. 


From Company Reports. 
fiends & Sons Ltd. , Textile Manufacturers etc., 15.35.40. 
carcity of operatives is causing serious difficulty in 


fulfilling Government and overseas orders. In consequence we 
cannot keep all our machinery running. 


British Industrial Plastics. 3.4.40. Demands for moulding 
powders have been so great that tonnage exported diring the first 
42 months of the war seems likely to approach, if not equal, the 
total output of these powders for all purposes during 1938. 


Nunnery Colliery Co. Ltd) Director's report referring to 
subsidiary, a transport co.:- Owing to the disturbance of its 
business by the requisitioning of lorries for Army use, it has 
been necessary to buy new lorries in replacement of those taken. 


eee Brick Co. 20.3.40. Manufacturers of building materials 
do not su ciently know what is required of them by the Government, 
virtually their sole customer. Nevertheless, since the outbreak 
of war they have steadily continued to produce as fer as was 
possible to meet large requirements vaguely suggested as likely 

to be needed for war purposes. But to-day the rapidly mounting 
stocks of building materials are bringing many manufacturers to 

a standstill......In the Great War many new factories were erected, 
and after their completion it was often found that there was no 
housing accommodation available for the workers that had to be 
imported to run the factories. This same situation is arising 
to-day and calls for further study. 


Southern Railway Co. 20.3.40. In connection with the require- 
ments o € war we have in the six months ended 29 February run 
6,377 special trains, and of these over 5,000 were freight. 

During the evacuation the Southern alone ran 1,014 special trains 


conveying nearly 300,000 evacuees, mostly children. It would 
appear that. these are additional to the 6,377 bred ts above). 


Trade Shi « Anglo-Dutch trade conversations were success- 
y conclu on March 27th. 


A Trade and Payment Agreement and a Loan Agreement with 
Spain were signed on March 18th. A Yugoslav and a Rum 
trade delegation arrived in London. : se 


The Turkish Government has placed or 
merchant ships in this country. - i rhea) 


February imports rose by 46% on the year while exports 
were 1.6% lower, The adverse balance in February was slightl 
less than in Januarp §56.8 million compared with £60.92 million 
but it was more than 4-ble that of a year ago. 
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Imports for the six war months now total £480 million, which ccn- 
pares with £440 million for the corresponding period of 1938/9. 
Exports have fallen from £241 to £233 million. The average price 
of imports as a result of increased freights and insurance rates 
has, of course, increased to a greater extent than the price of 
exports. 

The formation of industrial export groups is proceeding: 


Rates of freight paid for neutral vessels increased 
further during the period. There was a vivid discussion about 
the terms of hire to be paid to British Shipowners for requisi- 
tioned ships by the Ministry of Shipping. No final decision has 
yet been taken. 


General. The Ministry of Transport is believed to have under 
consideration possible increases..in the railway rates and fares 
to meet higher working expenses. 


During the first six months of the war the Ministry 
of Supply has placed orders for materials, munitions and stores 
totalling £508 million. £200 million were paid in respect of 
deliveries, £80 million for raw materials. Mr. Burgin has also 
mentioned that the Ministry is spending at the rate of £1.5 mil- 
lion a day on deliveries. 


THE MOTOR TRADE. 


; In 1987 the British Motor manufacturers produced 390 
thousand private cars and taxis, and 118 thousand commercial 
vehicles Pencanadne omnibuses). 78 thousand of the private cars 
were exported and 20 thousand of the commercial vehicles. In 
numbers cf motor vehicles Australia and New Zealand ran each 
other close for first place as the principal market. 


Since the war has broken out registration of new 
private cars and taxis has, on the showing of November 1939 
compared with November 1938, declined by 84.4%; goods and other 
vehicles by 29%. The number of vehicles exported in November 
(1939) was no less than 7,800; and if we assume that newly regis- 
tered cars represent current output exports were nearly 47% of 
total current output. In the first three months of the war, 
ending November 1939, exports of wotor-cars to Australia, India, 
Burma, Portugal and U ay were greater than ever before in the 
history of the industry. For the year 1939 a total of about 
70,000 cars was produced for export, compared with an average of 
62,000 for the past five years. This figure was achieved in 
spite of the reduction of exports to a standstill for the month 
of September.“ Co-operation between the Board of Trade, the 
Ministry of Supply and representatives of the manufacturers has 
ensured an adequate supply of raw materials to the industry. 


This co-operation has worked so smoothly, that in 
strong, contrast to the state of uncertainty in other industries, 
motor-car manufacturers have been able to plan overseas sales 
ahead, and accept orders with a certainty of having the raw 
materials to fulfiad then. In December orders for commercial 
vehicles were reported to be up by 86% on the previous year. 

At the same date the industry was reported to be budgeting for an 
annual output of about 4 of peace-time output, i.e., of about 

160 or 429 thousand vehicles, about half of which would be for 
export. If, however, the export figures for November were to 


7 Financial Times, January 16th, 1940. a 
2 Financial Times, February 3rd, 1940. 
® Pinancial Times, December 13th, 1939. 
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keep up it was estimated that a much larger share of totel onto 
could be sent abroad. 


The rest of the industry is needless to say cngugea cn 
Government work, and it was hoped in December that the repair 
section of the industry would soon have also all its slack absor- 
ped in this way. 


In the first quarter of 1940 these trends continued, 
put certain hopes failed to be realised. The repair section of 
the infwstry was not absorbed into the national war-effort either 
smoothly or effectively. A well-informed correspondent of the 
Manchester Guardian wrote on January 23rd: "Why need Service 
Departments set up further redundant petrol supply depots of their 
own, often next door to existent efficiently equipped trade de- 
pots?....Why is not full use being made of the surplus petrol 
storage capacity here available.....? No wonder that we hear 
of tenkers lying idle in poris and estuaries, awaiting discharge 
until Service storage is foc" 


The gerage industry, with its great stcrage and repair 
facilities, was left, except for a few piecemeal excspotions, to 
cater for the now much diminished civilian trade. The absence 
of any co-ordinating Economiic Council to assist the Government 
seems to have led to the problem being tackled by Departments, or 
local commands, so that no serious attempt was made to absorb 
this section of the industry into the war scheme, 


In March there was still heard a mich less cogent line 
of criticism, as a result of pressure by the Manufacturing side of 
the trade. In January Lord Perry wrote that even in war-time 
"all forms of road transport in this country be permitted to con- 
tinue on the largest possible scale" and that "this is vital, if 
oaty to strengthen the hands of the Andustry in its bid for export 

rade. 

The motor manufacturers were complaining even more 
bitterly of the effect of the loss of the home market on their 
overhead costs in March. For the home market they were receiving 
less than half of the iron and steel for which they had asked, 
and even these supplies were booked for only two months ahead. 
Since manufacture for export only used about 18% of total normal 
output, the manufacturers agreed that their prices would have to 
go up considerably. The better alternative to reopening the 


home market was, as the Economist pointed out, an export subsidy. * 


ee ee ee ee Le ee 
1 Letter to Manchester Guardian from Mr. A.W.Grafton, Secretary of 
the Motor Trade War Executive. 


2 Manchester Guardian Annual Business Review, January 30th, 1940. 
3 Daily Telegraph, March 11th, 1940. 
4 The Economist, March 16th, 1940, p.484. 
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Foreign Exchange. Germany's aggression against Denmai'k and 
Norway caused a fresh slump in the free rate for sterling in 
New York - to 3.46 1/8 on April 9th (compared with 3.58 3/8 
three:'days éarlier); the rate remained rather unstable, but 

was 3.52 3/8 at the end of the week. Danish and Norwegian 
accounts in this country were blocked for the time being. The 
war trade agreements with both these countries concluded a few 
days ago became obsolete already. There was no definite infor- 
mation what happened to the gold stocks of the Central Banks in 
Copenhagen (Kr. 117, miliions on March 20th , equivalent to about 
£12 millions)’ and in Oslo (KP. 120 millions reserve for notes in 
circulation, about £12 millions). The gold reserves had to be 
kept at home according to the statutes of the two banks. But it 
may be that Kr. 65.6 millions of gold, not being part of the 
Oslo official reserve, wers abroad before the German invasion 
and that even the reserve stock was brought out of Oslo in the 
last moment. 


among the currencies officially quoted in London, the 
selga was under pressure, due to the danger of German action 
against the Low Countries. The Dutch guilder remained, in terms 
of U.S. dollars, at the gold export point. 


By the Acquisition of Securities (No.2) Order, 1940, the 
Treasury will get, untii April 29th, ownership of a second group 
of 117 U.S. shares and bonds, held by British residents. The 
list contains more market leaders (like U.S. Steel, General 
Electric New York, several bank shares) than these Arste 1. st), 

ublished in February, which was much shorter at the same time 
60 shares). In conseauence the proceeds should be ccusiderably 
greater this time. 


The Central Bank of Argentine, in co-operation with the 
British authorities, stopped the practice of using the free 
market for sterling in New York in connection with financial 
remittances from Argentina to tas sterilng area. In future, 
the transfer will be possible on the basis of the official 
sterling-peso rate only, which corresponds to the officiul rate 
of 4.02 dollars to the pound. in this way, a furthsr source of 
demend for free sterling, offered in New York, has disappeared. 


Finance. ‘he Clearing Banks' return for March reflects the 
War Loan orerations only on a very small scale. Discounts and 
shert locrs ere down by £25 millions while investments are up 
by £2 milliors and advances by £6 millions. ds a result of this 
and an incz:euse in cash by £2 millions, deposits after deduction 
of checKe in eollection etc., fell by £15 millions. The rise 
in investmonits and advances represents most likely the payments 
of banks themsslves for the war loan and their financement of 
their customers’ payments respectively. Thus the changes are 
typical for funding operations: a reduction of Treasury bill 
holdings (and short loans) to which corresponds a fall in 
deposits and 2 rise in investment and advances financing the 
purchase of ths War Loan. The small scale of these shifts 
reflects thc fact that the Treasury used the proceeds of the 
lean to a very great extent for financing the current deficit 
while the reduction of floating was very slight indeed: the 
Prepayments in March amounted to about £100 milliors while the 
recuzticn of the floating debt was only £7 miliions (the 
reduction in tender bills was, however, 6° millions). Simiiarly 
iu the first week of April the prepayments weve £46 millions 
chiie the reduction of the floating debt wae #12 miljious (in 
vender bills £15 millions). Thus ali the time the funds were 
pevicned to the market not by finding operations but by direcs 
disbursement. This is of course impossible in regard to the 
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final payments on April 15. They are to be compensated partly 
by reduction of banks' cash accumulated ad hoc lately by 
allowing maturing bills to run off while the rest of funds is 
to be returned to the market by official purchases of biils. 


Consumption. In consequence of the German invasion of Dermark, 
shipments of dairy produce from that country have now been 
stopped. But Lord Woolton in a public statement on Tuesday 
assured the country of ample supplies of bacon a::d butter. 
Large bacon contracts have been entered into with Canada. Hire 


and Northern Ireland. 


Egg imports are being developed fron Canada, Jugoslavia, 
Roumania and other countries, and there are substantial supplies 
of butter and cheese in South and South-West Africa awaiting 
shipment. Up to now Hire has exported mainly Livestock to this 
country ond has found British prices too low for the export of 
dairy produce, but it is hoped that there will be a considerable 
increase in shipments of the latter in the future. 


New maximum prices for eggs were fixed on Monday. Supplies 
of home-produced eggs are at their maximum, and there has been 
a fall in the prices of Near-European eggs, so that the Ministry 
of Food considers any further fall in. prices unlikely. The 
Ministry has advised householders to- preserve eggs and has 
contracted to buy from farmers next autumn eggs put into 
approved cold stores now. 


Pork was de-rationed on Tuesday. This appears to have 
been due to the glut in supplies following on the Ministry of 
Food's decision to vay differential rates fo> pigs dover 9 stone, 
and is likely to be temporary. 


An Order on Friday allowed the addition under license of 
borax to bacon. 


The following ctiticisms have been mude during the week. 
According to the N. Midlands Price Regulation Committee there 
has been a war-time increase in the price of English peas of: 
520%. And according to the Grocers’ Association the 7/- per cwt. 
rebate cz the price of butter allowed to wiitiple s‘sezes to - 
offset their costs of distribution has cllowed them to compote 
unfairly wisn swoll retailers. Cases were quoted of butter 
being so1d at 1/4.€ per pound. 


A new (csr yronipits paper mills to issue to their 
customer . exceut uader special license, nore than 30% of thsir* 
requirenein ss rhe previous maximum was 60%. 


The Cycle Marufacturers' Union Committee h 
as recommended 
an advance of prices to 12 of th ~ 
bead i ery O% eir pre-war level (present 


Commodities, ; ; 
we pe es. Littlo change. Small gains of some international 


Labour, A second wartime increase in wages nas been given to 


ork e 
ee ae the electricity supply industry ond to chemical 


wrt rout t Aa) consent, 


‘the War Office has started a new ca : 
<i i new campai sO recruis ze 
ef 30--50 years for the Auxiliary tlitary Picnser ores: a 
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industries. The invasion of Denmark and Norway was a disturbing 
factor for-many exporting industries and will also affect 
import supplies. 


Coat. A large proportion of shipments of the N.E. coast were to 
Scandinavia. The suspension of all shipments to Scandinavian 
ports set free supplies, but they were readily absorbed. 

Some concern was expressed about the outstanding amounts due to 
the trade from Scandinavian importers. The general stringency 
was not markedly relieved and new business seems as difficult 
as ever to place. Although the household trade is tapering off 
industrial buyers have t.ken up any available supplies of coal. 
Rationing arrangements are still in operation and for. bunker 
coal a considerable amount of requisitioning has been reported. 
Very small quantities. are available for neutral buyers. On 
the Welsh steam coal market the shortage of supplies contimues. 
Certain grades are unobtainable over several months ahead. 


Lord Portal has been appointed Chairman of the Coal 
Production Council, on which representatives of the colliery 
owners and of the miners will co-operate with representatives 
of Government departments to speed up coal production. 


: Freight rates for coal cargoes to Mediterranean and South 
American ports were raised by the Ministry of Shipping. 


Ifon and Steel, About 30% of the ore imported by Great Britain 
in an active year has come from Norway and Sweden, and has been 
mestly shipped from Narvik. As iron content of Seandinavian 
ores was very high and used for steel making, some adjustment 
in manufacture and supply will be inevitable. It may take some 
time to replace the Scandinavian supplies by French and other 
ores. 


Production of East coast hematite is barely sufficient for 
current needs. Deliveries of iron and steel scrap have improved. 
Pig iron output is fully taken up. Pull: scale activity remains 
the rule at most of the works in the trade. It is suggested 
that steel users order in excess of potential requirements in 
order to make sure of quantities they want, and thus act to the 
appearance of stringency in the trade. The full operation of 
the steel distribution scheme may help to rectify this situation. 


Textiles. 


ton. Failure to announce a new Spinners' margin: 
impeded business and limited turnover.. The loss of trade with 
Scandinavian countries will be serious for some manufacturers 
but no‘big financial losses are believed to have been incurred 
by the,.invasion. 


“Wool. Considerable quantities of tops, yarns and piece 
goods now being produced for export. to Denmark and Norway are 
awaiting redirection by the Control. The home trade is quiet 
apd yarn prices are unchanged. 


Rayon, The substantial rise in ‘staple fibre yarn prices 
has stimulated new business. Rayon fabrics are mostly required 
for the export trade and home trade buyers have difficulty in 
placing orders. Deliveries to the Dominions and West africa 
are fairly good, but Indian business is disappointing. Supplies 
in the yarn section are far below requirements. 


=. 
Week ending 13.4.40 


Trade and Shipping, The trade with Scandinavian countries was 
suspended. Denmark is. to be regarded as enemy territory. 


Danish ships will be requisitioned, compensation will be 
arranged later. , 


More import facilities have been granted in respect of 
imports from France and parts of the Frerich Mnpire. 


The Anglo-Dutch trade agreement has’ teen implemented by 
two Dutch decrees. The first decree names goods the import of 
which is forbidden without license of the Central Dutch 
Imperting Agency. Licensed goods will pass without delay 
through the British Contraband Centrol. The second decree 
limits or prohibits the export of certain.goods to belligerents. 


_ Uncertainty about the quantity of Danish and Norwegian 
tonnage that will be withdrawn from normal trading disturbed 
the freight markets temporarily. Higher freight rates from 
far eastern. ports to Europe were paid but in the La Plata 
voyage rates declined. 


"The Times" calculates that about. 18/- per ton dead weight 
per month is quoted in the market for neutral shipping on time 
charters, which compares with about 6/- per ton dead weight for 
a representative British cargo vessel. It is thought that rate 
of hire for requisitioned ships will be fixed at about 8/— per 
gross registered ton per month. In addition 5 per. cent on prime 
costs will be paid for. both depreciation and interest. 


Diary Week ending 20.4. 4u. 


Foreign Exchange. Movements of the unofficial sterling rate 
in New York were on a fractionally higher level than in tiie 
previous week, but the tendency changed frequently, at least. 
from day to day. 


The U.S. Treasury instructed the customs authorities to 
charge duty on imports from Great. Britain, Canada, Newfoundland 
and Australia on the basis of the official exchange rates, 

i.e. for sterling 4.033 dollars. This ruling restricts further 
the competitive advantage, already limited in itself, which 
British exporters may have gained by the depreciation of the 
whnorrisihl texchunpei rate.-: : 


The belga continued weak internationally, in view of the 
danger of attack on the Low Countries. The official London 
rate was raised to 23.924 (week ago:- 23.724) belgas. 


Finance. The payment of the final instalment for the War Loan 
On April 15th did not cause any stringency on the money market. 
This may be seen from the Bank of England return for April 17th: 
the Bankers' Deposits fell only by £9 millions (from £127 mill. 
to £115 mill.) although their lead was unusually high a week 
before; Public Deposits increased from £23 millions to £29 
millions. 


Up to April 15th the prepayments were: £172 millions so that 
the final instalment amounted to £128 millions. aA certain part 
of this sum came from Government Departments which had acquired 
the War Loan and. now reduced correspondingly their holdings 
or Trcasury bills. The rest was returned to the market by 
official purchases of short-dated maturities of Treasury bills 
from Cleuring Banks and heavy disbursements for supply. 


Consumption. The Ministry of Food has decided to enforce its 
resulations with greater stringency. There were 156 prosecu- 
tions between 1.10.39 and 29.2,40., and the estimated total 
for Marth Ras 200, While the Ministry expects the number to . 
be much greater for April. It has an Enforcement Staff of 91 
full-time and about 1,600 part-time Inspectors, 


An agreement has been made with Jersey and Guernsey for 
the sale of Channel Island potatoes at stabilised wholesale 
and retail prices. 


additional supplies of wheat are to be given to egg 
producers in the months april to July. 


The Ministry has confirmed that although rationing will 
not be made stricter at once, there are no prospects of fully 
replacinz Scandinavian supplies. The considerable quantities 
of cereals and linseed now on their way to Denmark will be 
detcined. 


The output of margarine has increased by 50% since 
September. It is suggested that the enforced consumption of 
margarine has led to a decline in prejudice against it on the 
part of former butter consumers. The doubling of the butter 
ration has relieved the strain on margarine supplies. 


Grocers complain of the shortage of cheese, the advantages 
iven to multiple stores, the excess of rationed foods on the 
“Rands of r@taildrs ‘and the cost 6f'colleéting coupotis. 
Shortening of tcrms on the part of wholesalors and importers 
(who naye tC guy for gosce hefers: +h yar? atkinsed) ts making 


it dirfieult to give credit to gustomcrs. There is a demand 
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for extra sugar for preserving fruit bought from shops as well 
as that produeed at home... Compaints about the meldistribution 
of meat supplies are. widespread. 


From May ist retailers' supplies of cotton, rayon and linen 
goods will be reduced to 75% und 25% of the pre-war quantity 
supplied. It is hoped that this will offset the cutting-off 
of sources of flax by Germany and sct free goods for export 
to the value of £15-20 millions per annua. 


The Railway Executive Committee has submitted estimates 
of increases in costs amounting to £26,750,000 for the 19 months 
ending 31.3.41, and an Order has beén made authorising a 1% 
increase. from May 1st:in all railway fares including those of 
the L.P.7.B. There has been strong criticism of this increase 
and the sccrecy with which the preliminary discussions were 
conducted. ae 


The Central Blectricity Board's report suggests that it 
may become necessary to increase electricity txrirtfs to cover 
the relatively heavicr burden of churges in respect of new 
plcnt. . This plant was arrenged for 3 or 4 years ago and is 
now coming into commission, although the aggregate demand for 
electricity has diminished. - 


Greatcr supplics of coal are to be allowed to householders. 


Tobacco consumption in 1959 was about 5% higher than in 
1938. Present tobacco stocks in the country are estimated to 
be equivalent ta about a year's supply. © 


Commodities. Quotas for wheat and maize in New York were raiscd, 
The price of tin decreased. Cotton and rubber prices moved at ~ 
about. last week's level. ; 


Industrics. 


Coal. Conditions in the coal market have not changed 
substantially. <After temporary disorganisation alternative 
outlets have been found for the suspended Seandinavian shipments. 
East coast reports greater shipments to France and anple 
tonnage. Home demand continues at very high levels. The 
slackening of household demand is more than balanced by the 
effort of industrial consuners to build up cmergency stocks. 

It is estimated that home sales now account for over three- 
quarters of all available supplies. 


Iron and Stecl. The interruption of Seandinavian supplies 
had an.unsettling effect which is likely to continue until 
new sources .of supply have been organised. Increased shipments 
of Belgian material to this country are expected because of 
the reduction of Belgian exports to Scandinavian countries. 
As the rolling capacity is greater than the amount of: British 
steel being produced, these continental supplies will be very 
welcome. The position in'the steel industry is as tight as 
ever. The production of hematite and foundry iron is below 
micah requirencnts. Serap and ore ‘supplies show some improve- 


Cotton. Cotton spinners" margins were increased 31 up to 
Hh. The new margins are’ to cover the .74%'wage increase anda 
an allowance of 5d. per 100 lbs for the maintenance and 
developnent of export trade, The announcénent of the new 
margins led to some anepnae in the gross turnover, but the 
Yatter we atvotcelu affarted br the ratfontns of home sales 


Rr 
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and the cutting off of Scandinavian markets, Exports to 
overseas markets were on the recent level. 


Rayon. As manufacturers of rayon piece goods are well 
supplied with export orders the restriction of home sales will 
not cause difficulties at the moment. That may help to improve 
the yarn delivery position which is still tight. On the other 
hand deficiency in wood pulp supplies may cause some inconvenience. 


Wool. The position of the trade has shown few changes. 
Cessation of trade with Scandinavia has caused the spinners 
concerned to accept new husiness more readily. It is hoped 
that the goods contracted for Scandinavia will find outlets in 
other overseas markets, but some portion may have to be disposed 
of in the home market. 


Shipping and Foreign Trade. The adverse balance of trade for 


March 1940 increased to £68 millions, imports amounting to 
£108 millions compared with exports and re-exports of £44 millions. 


It. is estimated that Italy is obtaining about 250 thousand 
tons of coal monthly from the United Kingdon, 


Subject to minor adjustments, tramp ship owners have 
accepted a revised offer of the Ministry of Shipping of 6/- a 
ton dead weight per month for requisitioned: ships, 


Freight markets eased; River Plate to the U.K. 130/- (135), 
Bombay to Le Havre 122/6 (125), ; 


Germany, According to reports from Amsterdam potatoes have 
now been included in the German food rationing system, so that 
bread is the only staple foodstuff which remains free. The 
otato allowance is fixed at 4 lbs a week for each person 
average 1934 and 1935’ more than 7lbs per head), Last year's 
crop was very ample. But stocks may have suffered from the 
severe frost.’ It may be intended at -the same time to spare 
potatoes for industrial purposes (motor spirit?). ‘ 


Petroleum stocks-in Denmark at the time of the German 
invasion were estimated by the Minister of Economic Warfare at 
200,000 tons, in addition stocks of:motor spirit at 80,000 tons 
and Diesel oil and gas fuel at 60,000 tons.- There had been 
anxiety that the stocks were even higher’ than this. 


_ It is supposed that some shipyards in Denmark might be 
suitable to be used by Germany for building submarines and 
Diesel engines for such craft. 


A German-Belgian agreement provides for coal to be 
delivered by Germany at the rate of 60° (so far 20) % of the. 
normal pre-war quota. 


-Fresh:German requests to Roumania to take the Reichsmark 
at a highér value in lei have not been accepted in Bucharest. 
It ‘is -said-that.some kind of compromise has been found, providing 
higher prices to be charged on‘bovh sides. 


wAe 


Note: 


Between the outbreak of wur and March 23rd 1%40.:no less 
than. i0 Control of Paper: Crdei's were issued by ‘the tiiristry of 
Supply. Orders: Nos. 1-7 and 9-10 were concerned wei th maximum 
prices and Order No. & introduced the rationing. scheme. -.fd 


The price of newsprint. before-the war was £14.5.0.a ton. 
The maximum fixed on September 2nd 1959 was: £12.5+0.:" On: 
October 25th the maximum wae set at £17. a ton, a-rise which’ 
drew a vigorous- protest from the Ecoriomist. « They argued that 
it was impossible to account for a mnise:-of tore than: £4 over 
the pre-war price of £11.5.0 by inercase in costs: {notably in 
‘the adst: of imported a hr and: they: drew ativentign':toyithe 
fact that the staff ofthe’ Control. wus :takén: from: the--papeni 
in@ustry itsel?.* Control Order (No.10) on. March ‘30th 1940! 
raised the price again to £21.15.U_a_ ton. It-is to be increased 
again to £25-in July. ' : ; 


In a statement reported in the Financial Times on 
February 16th 1940 Mr. Ralph Reed, the Paper Controller, said 
that since the war began newspapers had voluntarily rationed 
themselves to 50-60% of peace-time requirements. Reduction’ 
had also been made in periodicals etc. ' But total consumption 
of paper. of all other kinds in the ‘country had actually increased. 


In January of this year statements in. the House: of Commons 
foretold a new rationing scheme for paper, which was embodied 
in October (No.8) S.R,O. 1940 No.191° dated February: 8th.. 


The Order defined as the "license period" the period 
March Srd to June ist 1940, and as the "reference period" 
‘March ist to’May: 3ist'1989;. Producers of. papér were forbidden, 
in the: license périod,' exeept under’ authority of tho Ministry 
of Supply, to deliver to any person more than 603 of the amount 
invoiced in-the reference period. The prohibition did not 
extend to Government Departments or. for expért... There’ was a 
Similar prohibition against "converting" more than 60% of the 
amount converted a year’ago. To’ enforce the scheme’ the Ministry 
of Supply called’ for the keeping*of books and: records;’' and: took 
power to permit the inspection of premises.’ En the announcement 
accompanying: this Order the Ministry of Supply gave a sort of 
priority list for: additional supplies. Wrapping of essential 
foodstuffs, the »roduction of books and other necessary 
publications, particularly for thé export trade, figured high 
in the list. At the Sametime, in order to contrdi the uses to 
which paper might be put, the Board of Trade prohibited, at the 
request of the Ministry of Supply, the import _of paper or board 
made from paper or pulp except under license. 


he oF . few days after the invasion of Norway, 
a new Paper Costro rder reduced the amount of paper supvlied 
by mills to. customers from 60% to 30% of the amounts Sieated 
in the reference period. Licenses already issued to supply or 
convert paper were reduced by 50%. The effect of the retro- 
spective cut is that only a small quantity of paper will be 


1. In fact the Controller, Assistant Controller : 
and Deput 
Controller are all paper producers. Consumers are oak ‘i 
represented on the Control. In this connexion it is inter- 
bebe oe! ae peta ‘second week of December three 
: tb controllers had already resi 9 
their business. in the paper ree: cane of Gn Sa 


@. This was uisu vw save oi is : F 
Va Gier SeeiedgGe YUE CL puLEty tii: 
been, so far as possible, to imoort raw materials rather them 


HLA eetean Pralitts Sy 
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Supplied in future, except under license. The Control is only 
to issue licenses for purposes essential in the national 
interest. 


The wood-pulp supply position is not known to the public. 
According to the statement cf the Controller on February 15th 
supplies from Scandinavia had been fairly satisfactory (Sweden 
supplied one-fifth and Norway one-eighth of wood-pulp imports). 
On the other hand, owing to shipping difficulties, little 
pulp wood had come from Canada and Newfoundland since the war 
began. The war in Norway has cut off the Scandinavian supplies 
completely and the Canadian supplies will have to be increased. 
considerably. Paper consumers are complaining that export 
licenses are still freely granted, while the stock situation 
gets rapidly worse. ; 


Imports of Paper (including Newsprint) and Paper- 


Making Materials into the U.K. for the Year 1938 


Country of Paper-Making Materials Paper (including Newsprint 


CPMEE nae = cee eee Cwts. % of total 
imports imports 
‘Canada 47,047 2.4 3,880,135 18 
Newfoundland - - 3,406,918 16 
Pinland 637,376 32.5 3,244,111 15 
Sweden 560,988 28.5 3,330,303 15.5 
“Norway 270,328 14 1,494,103 7 
Total all 1,963,836 100 21,414,112 100 


countries 


Diary Week ending 27th April 1940 


Foreign Exchange. The free sterling rate in New York was at 
its lowest with 3.50 3/8 dollars on 24th april, after the 
Budget speech of Sir John Simon, revealing a wider gap between 
revenue and expenditure than appeared sound in the view of 
foreign financial circles. It is reported that certain inter- 
national institutions with sterling funds accumulated in the 
normal course of their trade were rather quicker than usual 

in liquidating these holdings. 


; A partial recovery took place in the London official rate 
for the belga to 23.823 (23.924). 


The Allied Expeditionary Forces in Norway are to make 
payment in franc and pound notes. For the settlement which 
will have to be made finally with the Norwegian @uthorities 
these notes are to be valued at the rates of 10 francs to-the 
crown and of 17.65 crowns to the pound. The latter was the 
official selling rate in London before the German attack on 
Norway. Some quarters hold that the choice of the exchange 
rates ‘ignores the effect of Norway having been drawn into the 
sphere of hostilities. 


Finance. The Government returns for the week ending April 20 
give a more detailed picture of the finance of the last instal- 
ment of War Loan. The proceeds from War Loan in: that week were 
£129 millions. They were used to the extent of £103 millions 
for the repayment of floating debt ‘anf the rest for * 
current expenditure, 


The repayment of floating debt consisted of £15 millions 
in tender bills and £88 millions in tap bills and Ways and 
Means Advances. The latter amount is accounted for by the 
Public Departments exchanging «tap bills for the War Loan sub- 
scribed and partly by repayment to the Departments of tap bills 
used in turn to buy tender bills from the banks in order to 
return the funds to the market. 


Consumption. The Ministry of Food is purchasing British ware 
potatoes for stockfeed and manufacturing purposes. It is 
keeping a close watch on retail prices of home-produced eggs 
and states that there is no reason why the price should exceed 
2/3 per dozen. If necessary control of prices will be re- 
introduced. New orders prescribe revised maximum "first hand", 
wholesale, and retail prices for condensed milk and a reduction 
in the import duty on fresh strawberries. The Dripping Order 
coming into operation on May 6th fixes a maximum retail price 
of 6d per lb. net for dripping. This has been selling up to 
1/2a per 1b. in Oxford for instance, 


The General Council of the T.U.C. is to appeal to the 
Minister of Food. to extend the control of prices to all 
essential foods. 


The Norwegian whale fleet, now on its way back from the 
Antarctic, is expected to make the U.K. its base. This will 
give Britain control over 2/3-37/4 of the world's whale oil supply. 


Marks and Spencer Ltd. report a 33% increase in earnings 
for the year ending 31.53.40 compared with the previous year. 
The dividend was maintained at 423%. 


Week ending 27.4.40 


Industries. 


Coal. The position is still tight. Output of special 
sorts was insufficient in Wales and vessels were delayed in 
ports waiting to complete cargoes. In the North-East the 
absence of Scandinavian business did not relieve the shortage. 
But Glasgow reports that the slackening of the household trade, 
where re-stocking has not yet begun, enabled collieries to 
1ffer more freely for export and prompt shipment. 


Pit prop supplies, of which 70% used to be imported from 
northern countries, are said to be entirely inadequate. 


Iron and Steel. The situation caused by the Iron and 
Steel (No-.8) Order has been made easicr, to some extent, by 
the postponement of its full application until May 31. But 
considerable confusion seems to exist in the minds. of steel 
users as-to its exact interpretation. Local conferences have 
been held in Sheffield to explain the importance of carrying 
out the Order. 


Output in all- branches except. Light iron castings remains 
very heavy, and the shortage of billets is no longer restricting 
the activities of the re-rollers. . Demand continues, however, 
to outrun capacity, particularly in heavy steel. A very large 
foreign enquiry for cutlery and razor blades. is heing met in 
“heffield.by the training of additional labour. 


The supply of domestic scrap is better, as is that of 
: foreign semi-manufactures for the. re-rollers. 


The completion of the contracts for Anderson shelters is 
expected to:.set free. materials and plant sufficiently to allow 


additional: production for exvort. 


The..output of Fordson Tractors in the nine months ending 
March 351.was four.times that of the. corresponding: period of 
1938/39. -About.2,000 per month are. being turned out for the 
heme market alone..- coed 


Textiles. On April 16-a Board.of Trade Order:embodied a 
scheme for the restriction of domestic consumption of textiles 
to %5% of, pre-war,.consumption - and in the special case of 
linen to.25%. The limitation of: home demand releases materials 
for the export trade, and.it is well known that, as in nearly 
all trades, many orders, have been refused simply: because of 
tho lack of these materials. A fuller note on the new scheme 
is appended to the diary. 


Cotton. Cotton Control Order No.5, which 
agents' commissions shall be paid by eho. Weyarcie eenaee ice 
seller of yarn, is arousing much opposition in Lancashire. 
The Financial Times reports that.'spinners would in future be 
readily paid by manufacturers, while in other cases agents had 
practically solved the problem by acting a8 merchants. There 
remained, however, considerable proportion of the 1,000 agents 
in Manchester, who will gradually be frozen out of business if 
the Ordcr is not varied in some way". The Yarn Section of the 
Manchester Chamber of Commerce met on April 23 decided to send 
a memorandum to the President of the Board of Trade. Yarn 
interests in Leicester, Bradford ana Glasgow are to be asked to 


.co-operate and Sir Andrew Dunean- aa é 
deputation, Ww ean: is to be asked to receive a 
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Cotton Mills Profits. An atralysis of 26 Lancashire cotton 
companies quoted in the Times shows profits distinctly larger 
than a year ago. The larger profits were chiefly earned in the 
last quarter of 1939 when yarn prices were controlled. Owing 
to fixed prices and reduced margins profits in the three months 
ended March have been much lower. 


Wool. It seems to be difficult to find alternative 
export markets for goods originally destined for Scandinavia, 
and some spinners had to curtail output. To encourage exporters 
the raw material bonus scheme is to be extended from April 30 
to May 31. 


From Company Reports. 


Upsons Ltd. The Chairman was convinced that there is no 
shortage of footwear for all classes of the public and that 
the stocks held in the factories will show that there is more 
than sufficient leather to meet the requirements of civilians 
for some considerable time. 


Prudential Assurance Co. Company has purchased a large 
agricultural estate in the Midlands. 


Germ - Neither the reichsmark-lei rate (as mentioned last 
meen nor the Roumanian oil quota for Germany have been changed 
by a German-Roumanian protocol signed in Bucharest as an 

annex to the existing economic agreements. But Germany is to 
increase her coal exports by 40% in exchange for Roumanian 
sheepskins, not previously taken but now probably needed for 
the treops in Scandinavia, 


The Vereinigte Stahlwerke founded a new company "Stahl- 
Union" in Bucharest (capital 4 million lei) which is to deal 
in steel products and machinery. 


The Nazi Governor-General of occupied Poland and the State 
Secretaries of the German Ministries of Labour and Food dis- 
cussed in Cracow the recruiting of Polish agricultural labour 
for the harvest. The supply so far available is said. not to 
be sufficient. 


The annual report of the German pipe and tube combine, 
Mannesmann-Réhrenwerke, points out that the organization was 
strongly affected by the war as the second biggest works, in 
Buss isa the west of Saarbruecken). had to close down in view 
of the military operations. 
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Repercussions of the Budget 


Ie The idea behind the budget seems to be: to divert purchasing 
power from consumption to government needs by new taxes and to 
prevent an increase in purchasing power by limitation of dividends. 
The restriction of dividends will leave pro tanto more for 
undistributed profits. These are taxed only slightly more by 

the rise in the standard rate from 7/- to 7/6d in the £ and 

are to be reserved for borrowing. 


Purchasing power is to be diverted to armaments by (1) 
heavier income and sur-tax, (2) increased indirect taxes on 
tobacco, beer and spirits, and (3) increased letter rates and 
the introduction of a purchase tax. A great part of the increase 
in income tax will be derived from the lower and middle income 
groups; the change in sur-tax will not bring in very much. 


2. The deficit of the new budget is about £1350 millions as 
compared with £770 millions in 1939/40, or higher by £580 mill. 
It may seem that there must be such an increase of output and/or 
prices as compared with the last financial year, to force an 
additional amount of savings to finance this increment, and it 

is not excluded that this could start inflation. That is, 
however, not the case. A great part of the surplus £580 millions 
is likely to be provided by the reduction of private investment 
and by the sales of foreign assets and gold (the latter of course 
in hai sags with covering the increased negative balance of 
payment), 


The rate of the total pre-war gross private (home) invest- 
ment may be estimated at £800 millions per annum out of which 
about half is depreciation and maintenance. -It may be assumed 
that in the first seven months of the war this rate was reduced 
on the average not more than by the amount of the total new 
investment. On this assumption the total investment in 1939/40 
was at least mill: 800 - 400.7/12 = 570. For the current 
financial year we assume that private investment will be 
reduced as compared with the pre-war level by £400 millions 
corresponding to the level of net investment, and in addition by 
£100 millions out of the depreciation and maintenance, so that 
there will be left the amount of £300 millions a year. This 
gives as compared with 1939/40 a difference of at least £270 mill. 


It may be asked whether this will be actually done. But 
if the control of the Ministry of Supply will not achieve this 
PT EH ee = see aie it will be possible, with limited 
ces, to spend even this amount which is d 
and considered in general inadequate. ee 


As to the negative balance of payment, it m 
ay be estimated 
for 1989/40 at £180 miliions and for 1940/41 (if the negative 
e e at the esent rate) at £300 
which gives an increase of £170 aiiavores rng ee 


We may thus estimate the reduction in rivate home inves 
t- 
aeereer eee as compared with 1939/40 at. £270 millions, and 
— e es of foreign assets and gold to cover the negative 
Aste payment at £170 millions, which gives altogether 
eerie eee Thus the increase in budget deficit by £580 
- Z cot 1 require a rise in savings of only £140 millions. 
s no unlikely that with the existing unemployment an 
increase in savings of this order may be achieved by the 
increase in output without starting "inflation". The question 


whether the budget is "j " 
siavineetieet nflationary" may be answered rather in 
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3. It doesnot, however, follow from the above that the uae’ 
deficit is not unnecessarily large. Instead of borrowing from 
undistributca profits it is.mich better to impose a tax on: 


company profars. This Tor “we reasons: (1) The Government 
becomes 1sss iniebtcd and l:2s to.vay less interest in the 
futurs. (2) Though private: investment must be kept low by 


government control an additional check would be provided by 
heavy taxation of company profits. (3) The same would also 
reduce the disbursements of dividends which even under the 
present limitations may reach the high level of 1937. 


‘Since .a very heavy taxation of current company profits 
could-wéaken the motives to increase output the: best way would 
‘probably be an annual capital tax. For this tax being a fixed 
percentage of capital for a. given industry the incentive to 
expand profits is by no means, crippled. 


A great part of the increase in taxation will hurt the 
‘ poor. ~ This could’ ,be ‘avoided, of, ROUTES, by: a ‘greater increase 
"dn the: standard ‘pate. of income; tax, 


Week ending 27.4.40 


Piece Good Ravioning 


g The Piece-Goods and Made-up Goods (Cotton, Rayon and Linen) 
Order 1940, S.R.O. No.561 dated April 16th, is designed to 
restrict sales of textile piece-goods and made-up goods to 
retailers to 75% of pre-war sales, and in the special case of 
linen to 25%. 


The procedure to be adopted is as follows:- 
All wholesale dealers must register with the Board of Trade. 
Also any "maker-up' who engages in the export trade may register 


if he pleases. 


Registered persons and manufacturers (where they supply 
direct to the retailer.) must ascertain the total quantities of 
piece-goods and made-up goods (calculated by square yards in 
the case of piece-goods, and in numbers of particular classes of 
made-up goods, e.g. handkerchiefs, shirts and so on) of various 
classes that they supplied to persons in this country, other 
than to persons in the register and to manufacturers, during the 
6 months ending September 30th 1939. From these totals are to 
be deducted any quantities supplied to or for the orders of 
Government Departments during the period. For each total (of 
the various classes) three-quarters of this net figure represents 
the total quantity of cotton, rayon and linen goods taken together 
which manufacturers and wholesalers are permitted to supply 
during the period April 16th-September 30th 1940, for any pur- 
poses other than those which are unrestricted, i.e. export 
trade, Government orders, and supplies to registered persons or 
manufacturers. In the case of linen taken by itself the pro- 
portion must not exceed one-quarter. (It follows that the 
proportion of rayon and cotton alone which may be supplied is 
greater than 75% to a degree dependent on the proportionate 
quantities of linen supplied.) For the purposes of computation 
preliminary classifications of made-up goods have already appeared 
in the Board of Trade Journal and complete lists will be pub- 
lished in the appropriate trade journals. The Order also makes 
provisions for the keeping of books, the making of returns, the 
inspection-of premises and so on. 


« 


There was some doubt concerning the exact extent of the 
Order, and an Order (No.2) was issued on April 28th clarifying 
the position of wholesalers. Also a list of exemptions from the 
schedule of piece-goods and cotton goods was published. For 
example, lace, ribbons, surgical bandages etc., are excepted 
from cotton and rayon piece-goods, and artificial flowers, 
carpets, mattresses etc., from made-up goods. 


: The original Order aims at increasing exports by limitin 
the home market in textiles. The figure of 78% has bens ees 
so that there shall be no curtailment in activity in the indus- 
tries concerned, It is believed that the restriction may 
ele make possible an increase in annual exports of 

Pee gerne ee toad Late Some 500 million square yards of cloth 
W: e saved from home consumption, and thus shipping space 
used in carrying raw cotton will be economised. 


Stocks in retailers’ hands are said to be ample, 


Two important points may be made: (1) The 
Se re receive unrestricted eae and a ace cin 
aa para ae supplying for export. The maker-up engaged in the 
A P a rage can secure unrestricted supplies if he registers 
ivy en, of course, he must restrict his home Sales to 75%. ‘ 
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If he does not register his supplies will be restricted but 

he himself will not have to impose any restriction on his 
home sales. (2) There is no control of the disposal of the 
limited supplics by whelesalers to retailers. The wholesaler 
is free to acal’ with whom he pleases. There has, however, 
been an exhortation to all concerned to see that customers 
receive fair treatment in the matter of assortment, quantities 
and prices. 


Diary. Weék ending 4. 5. 40. 


Foreign Exchange. The free sterling rate in New York fell back 
at the end of this week to 3.474 (a week ago: 3,502). The con- 
tinued weakness was due to political apprehension after the’ end 
of the Allies' expedition to Central Norway. 


Among the London foreign exchange rates, apart from 
those .following the free stérling rate as usual, the Shanghai 
dollar suffered a sharp break to 34 (4 3)d., when the support was 
withdrawn. _ The belga turned weak agaif, the London rate being 
23.925 (23.824) belgas. 


A special Norwegian shipping account has been opened 
at the Bank’ of England. Payments of freights etc., due in Kroner, 
are to be converted into sterling at the rate of Kr. 17.70. 


_,,, The Treasury has been empowered to'acquire foreign 
securities, not registered according to the Defence Regulations, 
at a price not less than either the original acquisition pricé: for 
properly registered securities or at the current market price, , 
~whichever is the lower. In this way an incentive to evade regis- 
' trati has‘been..taken off. 


It was announced that British-controlled rubber companies, 
operating in the Dutch ’East Indies, will submit to the same 
regulations with regard to the foreign exchange proceeds of their 
rubber sales as those which came into effect on March 25th for 
rubber from the Empire. 


Canadian holders..of foreign exchange who, so far,-had to 
comply with an order of registration only, have now to surrender 
their holdings to the Canadian:Control Board at the official rates. 
- At the same time the gold and foreign exchange reserves Of the 
Bank of Canada are being transferred to the Control Board. The 
obligation of the Central Bank to keep certain foreign exchange 
reserves has been cancelled. 3 


An Australian vesting order directs the holders of 
19 U.S. stocks and of International Nickel shares to sell these 
securities within 6 months in two equal instalments: and to sur- 
render the dollar proceeds to the authorities. A total amount 
of about $5 million is expected. 


In France, control over foreign securities and other 
foreign: asséts was strengthened by a series of new decrees. 


Finance. The floating debt, after having been reduced in the 

week April 13 - 20 by £103 million in connection with the payment 
of the last instalment.of the War Loan, was increased‘in the week 
April 20 - 27 by £34 million to cover the current deficit... (The 
deficit amounted to £37 million, out of which £3 million was 
covered by sales of N.S.C. and 3% Defence Bonds). However; tender 
pills were reduced again by £11 million, tap bills and Way and 
Means advances having increased by £45 million.. This.;shift is” 
accounted for by running off of tender bills acquired’ by Government 
Departments from banks at the time of payment of: the last instal- 
ment of the War Loan, 


The most important factor in the development of the money 
market last week was the acquisition of dollar securities. by virtue 
of the second vesting order. The amount is estimated at £60-£70 
million. The operation was effected by (1) a reduction of the 
Public Deposits, which fell from £414 million on April 24th to £20 
million on May 1st, while Bankers’ Deposits increased from £108 to 
£125 million; (2) by the Exchange Equalisation Bund selling bills, 
tap or tender, to the banks. 
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The, inerease in Bankers' Deposits mentioned above 
created excentionally easy conditions onif@he money market. 
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our’. Negotiations to prepare for the admission of large 
ome of Ronen into the engineering industry were continued;. 
and proposals: submitted -by employers will be considered by the 
council of the A.E.U- ‘The application of the principle of 
equal pay for equal work, the adjustment of wages of women 
already working in the industry and the question of bringing 
unemployed back into the industry with priority over women are 
the main points raised by the Trade Unions. 


Railwaymen are asking. for another increase in wages 
(6s. for the men in the traffic, grades and £15 a year for the 
clerical grades). et 


Six more trades, have been added to’ the schedule o1 
Reserved occupations. 


Commodities. Commodity prices were affected by developments in 
Scandinavia and the Mediterranean. Rubber and forward tin were 
dearer both in London and New York. Spot prices of cotton in 
Liverpool increased, mainly owing to the fall in the free pound. 
New York cotton quotations were lower. 


Consumption. Special arrangements for working the rationing 
scheme during the Whitsuntide holidays have been made by the — 
Ministry of Food. 


4 Maximum -wholesale and retail prices havé been fixed for 
dripp.ag and home+grown and Channel Islands potatoes, and new 
net prices for certain varieties of dried fruits have been-intro- 
duced...” : : ; 
a New Orders for milk come into forcé‘on May 5th, which 
will fix maximum prices for Scotland and prescribe that English 
prices must not exceed prices prevailing exactly one year earlier 
in the same district. 7 


The ‘sale, * purchase or use of. any milled wheaten-sub- 
stance has been prohibited except for the preparation of human 
foodstuffs. This will affect dog and poultry biscuit manufac- 
turers and also industries such as the textile and tinplate 
industries which. use wheaten substances in their processes. 


The Ministry of Food has been examining the wide varia- 
tions in the price of certain foods, particularly lard and house- 
hold flour; it is understood that a considerable part of the 
an seeeys £1,000,000 a week subsidy has already beenspent on 

our. a 
Ee 1,057 complaints have been received by local Price 
Regulation Committees up to 20.4.40, of which 780 ‘related to 
goods at present price regulated. The Board of Trade has been 
requested by the Central Price Regulation Committee to take pro- 
ceedings in seventeen.cases and prosecutions have already insti- 


tuted in three of these. 


Trade Talks are taking place betwéen the Governments of 
. Eire and the U.K.. idrish, exporters feel that they mst either 
receive higher prices for their butter, eggs, bacon and cheese, or 
be supplied with fertilizers and feeding stuffs at lower prices. 

British. production of cod liver oil is almost at.a 
standstill because of the absorption of trawlers into the Navy 
and the suspension. of Norwegian exports. Preparation of. vitamin- 
ised ground nut oil is suggested as a substitute. ; “que Wed 


a Be 


Many synthetic drugs formerly produced under enemy 
patents are now being manufactured in Britain under licence, and 
will be given new names. 


’ Laundry prices will be raised from May 6th; because of 
increased wage and other costs. 


Following on the increased pithead prices for coal and 
ee new railway rates the retail price of coal is also expected 
(Oo rise. 

Van den Burghs and Jurgens Ltd. report greatly incressed 
sales of margarine and cooking fats. They were seriously affec- 
ted by the Government's early policy of margarine control and 
standardisation because of the company's reliance on branded goods, 
but production is now up to the limit of the available raw mater- 
ials. Net profits increased by £269,954, and exceeded £1.5 
million for the fist time. Last year's dividend of 124% on 
ordinary stocks which flows to the parent body, Lever Bros. and 
Unilever Ltd., will be maintained but will be paid free of tax. 


Industries. 

Coal. Inland coal prices advanced 8a. to 1s. 8d. a ton, 
(last rise is to 1s. 4d a ton in November 41929). Coal freight 
rates for British vessels from U.K. ports to Atlantic Islands 
etc, have been reduced by 5s. per ton. 


The seasonal decline in household demand and the 
elimination of Scandinavian business has made possible some new 
business. Industrial fuel is fully absorbed, priority orders on 
home and French account taking up the bulk of available supplies. 
Tonnage offerings were reported to be ample in North-East ports 
but insufficient in the North-West. 7 


Iron & Steel. Although plant operating at full capacity is 
still unable to meet orders, the immediate supply of some materials 
has been improved as a result.of the invasion of Scandinavia. 

Apart from the iron ore aspect, this has led to the diversion to 
this country of a certain quantity of Belgian semis. Better 
weather has made the collection of scrap easier. The L.C.C. has 
begun removing iron railings from Battersea Park. 


The Ministry of Supply by the Control of Iron & Steel 
({(No.7)(Scrap) Order, 1940, has advanced the maximum price of iron 
and steel scrap in various parts of the country by 6d to 1/6d per 
ton to meet increased railway charges. : 


The Ebbw Vale business continues to be talked about, 
though it seems likely:that. a full dress’ enquiry. will be avoided. 


Sales of Private cars in March 1940 (6,611) showed an 
increase of 70% over: February 1940, but were only about 17% of 
sales in thé ‘eorresponding month of last year. 


Textiles. Unaer tne..vovernment Piece Goods and Made up Goods 
Rationing scheme, wholesalers must become registered. A diffi- 
culty has arisen with régard to companies.” engaged. in both wholesale 
and retail trading; in separating the two classes of business. 

A solution has béen found by forming private new companies to 
perform this-separation. © New companies include Debenhams (Whole- 
sale), Edwin Jones (Wholesale) and Curl Bros. (Wholesale), which 
all have a nominal capital of £100. 


Cotton. The closing of the Mediterranean and the consequent 
diversion of British shipping caused Egyptian cotton quotations 
to rise at Liverpool. ‘ 
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The:‘Cotton Control states that it is expected that 
freight space for 50,000 bales of American-cotton per month will 
be allocated for June, July and August-. ‘80,000 bales per month 
will be put to barter reserve leaving 30,000 for commercial ship- 


ments. : 
Official figures for the quantities of cotton and 


rayon yarn and piece goods exports for September-December 1939 
have been published. The Manchester Guardian concludes that the 
Board of Trade monthly returns showing only the value of exports 
of cotton yarns and manufactures give an unduly optimistic im- 
pression of the amount of trade being done. On the other hand 
the new figures support the impression that the rayon industry was 
commendably prompt in adapting itself to ‘war-time conditions.  \ 


Rayon. It is hoped that the Piece Goods Restriction scheme 
will not reduce the turnover of rayon piece goods - new export 
rders compensating for reduced home’ orders. On ‘the other hand 
any dealers abroad regard Lancashire prices as being too dear, 
.there may be a keen struggle for export orders, .. Meanwhile 
Couftaulds, Celanese and the group of yarn spinners have decided 
not to sell for delivery beyond July 3ist, (for. Government and 
export orders beyond August 31st) at present prices. This hints 
at a rise in’ rayon prices. 


Trade and Shipping. All British shipping is being diverted from 
MeGiterranean routes. i 


War risk rates for cargoes going through the Mediter— 
ranean were increased by 10 to 30 per.cent. | 
; Government rates of hire for requisitioned ships were 
announced in the House of Commons. Details of the arrangements, 
which make only slight concessions to shipowners’ demands, are to 
be published in a White Paper. * 


Freight rates were steady. 


The possibility of resuming trade talks with Soviet 
Russia is under consideration. ; 


74 export gyoups have been formed up to May 6th. 


General. The formula adopted to settle final prices for aircraft 
manufactures and to limit profits is given in the Air Services 
Appropriation Account for 1938. 


From Company Reports. 
. Rio:Tinto Co. Ltd. Srd May. Shipments of ore for the past 


year were only 820,000 tons, as ‘against. 1,283,000 tons in 1938 

The falling off was chiefly. due to the. fact that, since May 1939, 

they have made no shipments of ore to Germany, nor to any of those 

cert apes _ has overrun. No copper produced at Rio Tinto 
s rte o any. country during the year 

because it was all required in Posi as gms 2 3'9 2 


‘ John Barker & Co. .9th April. Stocks-in-trade were up. b 
Se eutndl and £768,080. Oirecters have secured these additional 
Ss ice in anticipation of difficulty of obtaining supplies of 
practically all commodities and of the control and restriction of 
sources of supply which are constantly. taking place. 
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WOOD & TIMBER. 


The accompanying Table I shows that 60% of normal 
imports of wood and timber to this country are now cut off. The 
figures are indeed for value, but the Baltic wood is nearly all 
soft wood, so that in terms of quantity the loss of supplies may 
well be greater. The first aim of the. Timber Control has therefore 
been to secure alternative supplies, and in a review of the situs- 
tion by the Timber Controller which was published on January 27th he 
indicated that British Columbia was the’ chief source of such sup- 
plies. The Timber Control was negotiating with the. Canadian 
railways to arrange for overland carriage of timber to the east 
coast ports, in order to reduce the shipping distance. Teble it 
suggests that the changeover is beginning to have effect, though 
it is quite clear that: imports would have to be doubled or trebled 
if the present Serious shortage is to be overcome. The Controller 
said that contracts for £17 million to £18 million had been placed, 
but the speed of arrival was chiefly s matter of available shipping 
snace. : - 


Meanwhile measures have been taken to deal with the 
shortage. Economies such as the substitution of crates. for boxes, 
the substitution of steel girders for pit-props are practised, but 
these are clearly limited, and in view of the demand for timber by 
A.R.P. and the Army there has had to be drastic curtailment else- 
where. The Controller said: "The Government .do not wish us to 
release timber for civil building, except for the completion of 
houses where construction has already begun". The furniture trade, 
too, has been told that it is not possible to release stocks of 
hardwood used for general purposes on anything but a small scale. 
On April i2th Mr. Burgin said that the distribution.of national 
stocks bought by the Timber Control is to be on a quota basis, 
having regard to past turnover and stocks. It. is not yet clear 
whether this statement offers any alleviation to the building and 
furniture trades. : ; 


Meanwhile a forest of Timber Control-Orders:is rapidly 
growing - there have already been.10 Control Orders. and 3 "Direc- 
tions". As with other materials, the three main objects have been 
to preserve supplies, to license sales in ordér ‘to make the best 
use of available timber, and to fix maximum prices. .. 


_-Qrder No.1, September 1st, forbade anyone to dispose of 
more than 10% ~ of his stocks except to timber merchants, for 
Civil defence, or to Government departments with the sanction of 
the Ministry of Supply. Order No.5 on September 30th introduced 
licensing of sales, with exemption for lots of less than £20 in a 
month. This Order, too, called for a variety of information con- 
cerning stocks and turnover. Finally Order No.7. on December 27th 
included a clause whose effect was that no person should consume 
timber without a licence from the Minister of Supply (with, of 
course, exemptions for small quantities). .Maximum prices were 


4 The change in the source of;imports andthe bulk buying of the 
Control have dislocated the’ Timber distributing trade. There 
is now a system for pooling the revenue from imported timber so 
that the Baltic merchants, whose supply has-been cut off, 
benefit from the increased Canadian trade. | It would seem, 
therefore, that "normal channels" of trade are still being used 
for importing. 

2 Raised to 15% for certain classes of wood on September 30th 1939. 
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fixed at’ the outset some’'157-2073 above the’ level existing at th:t 
time and have remained unchanged since, though in his review of 
January 27th Major Harris, the Controller,' prophesied a rise 
fairly soon. ; 


There has been 2 variety of criticism of the Control in 
the House of Commons and in the Press - the chief point being that 
the Controller and his assistants were themselves timber-merchants 
up till the outbreak of. war. Also there was an attempt at circum 
venting the price maxima by some merchants. An explanatory note 
with Order (No.1) said that an extra 20% above the statutory maxima 
might be charged on lots of less than £15 in value. These mer- 
chants immediatély refused to deal in lots above this value, (in 
some cases to Government contractors) and in effect charged the 
extra 20%. Order No.9 of March 21st is designed to remedy this 
at least that is the impression of the writer. Conoisseurs of 
the legal document should refer to "The Control of Timber (No. 9) 
Order, 1940, Dated March 21, 1940", undoubtedly a masterpiece: 


Table I. 
Value of Total Imports of Yood snd Timber into the 


United Kingdom in 1938. ; 
Country of | & of total : 


Origin. £,000. - imports. 


\ 


j 
H 
| Soviet. Union 5,743 413.5 
| Finland 8,236 49.2 
Latvia Teno 5.5 
| Sweden 5,946 13.6 
Norway - 592 4.4 
Poland 3,668 ea 5 
Total of this group 0.7 
Canada 7,106 16.6 
U. Ss. A. 3 3679 8.5 
France . 1guce 2.4 
“Total of All Countries 42,900: 100 
a eee ee | 


Table IT. 


Timber and Wood. 
Value of Imports Retained in the Unitea Kingdon. 
: in_£,000. : 


August 
September 
October 
November 
December 


January 
February 
March 


September : _ : 
to March ' . 47,564 
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Forei n Exchange. On the eve of the German attack on the Low 
Countries, the official London rate for belga reflected, at least 
to some degree, the weakness shown internationally by this currency. 
The quotation on May 9th was 24.024 (23.924) belgas for the pound. 
The official rate for Dutch guilder was ‘unchanged at 7.554 hfl., 

as all the time before. There has been no quotation for either of 
these currencies since May 10th, the day of the invasions 


Belgian and Dutch assets in this country have not so far 
been blocked, while Norwegian and Danish accounts were blocked 
immediately after the German invasion. But the U.S. administra- 
tion took under control Belgian and Dutch assets in the United 
States, being estimated at $ 296 millions and $ 1,076 millions 
respectively. 


It is presumed that the gold stock of the Netherlands bank 
(1,160.3 million guilder on April 29th)-as far as it was not 
fabroad already, has been brought into safety, though not all of it. 
This assumption is even more justified in the case of Belgium 
(gold and foreign exchange on. April 25th: 4.611 million belga). 


The unofficial market for sterling in New York had been 

, under strong pressure, largely speculative in character, even 

;before the new turn of the war. The rate broke heavily after the 
event, falling to 3.00 dollars for a time, and quoted 3.19 at the 
close on May 10th. The currencies not officially quoted in London 
appreciated correspondingly in terms of sterling, in particular 

_ yen and lire. In Tokyo the official quotation of sterling has 
been temporarily absndoned; quotations made since then by the 
Yokohama Specie Bank are described as “purely nominal and unofficial". 


The Treasury restrictions on holdings and dealings in 
securities were intensified. The first minor step was an Order in 
Council (S.R.& 0. No.688) increasing the control over foreign 
assets in British ownership, liable to registration; the order 
should forecaést action against evaders. 


Following this two further Orders in Council (S.R.& 0. Nos. 
708. and 709)-made the disposal of securities in which residents 
-outeide ‘the sterling area have an interest subject to licence. 
The.same.series of Orders contained the Currency and Securities 
‘Restriction Exemptions (No.1) Order (S.R.& 0. No.718). It was 
‘pointed out officially that the new legislation aims at the pre- 
vention of the sale of the securities on behalf of enemy quarters 
and that the step was taken now in view of the invasion of the Low 
Countries. But the measures taken are no less important in con- 
-nection with foreign exchange control. The virtual blocking of 
foreign holdings of securities can be achieved by the procedure of 
licensing, if the authoritics want to achieve this. It is signi- 
ficant that payments to non-residents of interest or dividends ~ 
and of the proceeds .of sale or redemption of securities belonging 
to non-residents have been subjected to special approval; the 
application has to be made on Form E.1. The result should be a 
reduction of the supply of sterling feeding the unofficial market. 


Diamonds were formally added to the list of goods (as rubber, 
tin, etc.), whose exports to specified countries - in the case of 
diamonds mainly U.S.A. and Switzerland - have to be paid for in 
strong currencies or in official sterling. The diamond trade had 
been brought into line already some months ago by other means. 
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i e. The Glearing pyanxs réttirns for:the end of April show 
the tellowing Ahonged-és coaparen with the end of March: net 
deposits (i.e.. deposits’ less balances with other banks) are up by 
£3 million and advances down by £23 million;. corresponding to this 
there is an increase in cash of £5. million, in discounts and short 
loans of £15 million and in investments of £6 million. This 
development caused surprise in view of the £200 million payments 
for War Loan and a reduction of tender bills by £56 million. 


What: has happened seems ‘to -have been this: apart from the 
reduction of tender bills there was in April a fall of tap bills 
and Ways and ifeans Advances by £38 million. Thus out of the 
£200 million proceeds of the War’ Loan £ 94(56 + 38) million were 
used for the repayment of floating debts and £106 million i. 
current expenditure. Out of funds returned in this way to the 
market £3 million increased net deposits and £23 million were used 
to repay advances so that £80 million were available for paying 
for the War Loan. Further since’ tender bilis fell by £56 million 

-and the cash discounts and short. loans of Clearing Banks inereased 
‘by £20 million tender bills “outside banks" fell by £76 million. 
This is, the second source of financing the War Loan payments. 


Finally there was a fall of £38 million in tap bills and 
Ways and Means Advances anda rise of £6 million in Clearing Banks’ 
investments. Thus we obtain the following scheme of financing 
of the War Loan payments in April 


Funds returned: by current expenditure Smell. 80 
Reduction of tender bills outside banks 76 

i ." tap bills and W. and M. Adv. 38 
Increase in .Clearing Banks' investments 6 
-War Loan Payments £ mill. 200. 


War Loan Payments in April were thus financed’ to. a great 
extent by funds returned through current expenditure and by the 
exchange of Treasury billspossessed by the public (directly or 
through the discount market). The former is_accounted for by 
heavy Government expenditure. As to the latter it may be explained 
by the development in the preceding period when the budget deficit 
was financed by floating debt. This resulted in an accumulation 
of Treasury bills in possession (direct and indirect) of.the 
public and in accumulation of deposits corresponding to the increase 
in bank holdings of Treasury bills. However, a great part of the 
increase in deposits wds in current accounts. in connection with 
rise in\prices and thus in the volume of transactions; deposit 
accounts rose only slightly (from September to. February only by 
£13 million). Since volume of transactions rather increased 
recently and the short term rate of interest did not rise.a fall 
in current accounts could not have happened and thus the natural 
course was the exchange of Treasury bills accumulated outside 
banks against the War Loan. 


1 The increase in Public Deposits should be deducted from £80 
million available for War Loan payment from funds returned by 
current expenditure and added to £76 million reduction of tender 
bills. Since Public Deposits changed only a little in the 
period in question we omitted this complication. | 
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Labour. Unemployment declined by 149,000 to 973,000 between March 
and April. 


Men up to 36 are to register between May and December 1940. 


A war bonus is to be paid to all whole-time non-industrial 
Civil Servants. 


Increases in wages were made to metal workers, to opera- 
tives in dyeing, bleaching anda finishing sections of the textile 
industry; to workers in the hat trade. 


Shorter and more specialised courses for men who want to 
go ae engineering are to be provided in Government trading 
centres. 


Commodities. Tin prices advanced by £8 a ton and spot rubber price 
increased $d, all in reaction to the invasion of the Low Countries. 
Tin stocks in Dutch warehouses are said to have been very low. 


Consumption. The maximum retail price of imported and English 
animal lard will be 9d, per lb. after May 26th. The supply of 
animal lard is limited because of the reduction in our imports, 
but the Ministry of Food has arranged for a considerable increase 
in the production of domestic cooking fat, the retail price of 
which has been fixed at 7d. per lb.. 


To prevent an undue rise in the prices of home-produced 
eggs owing to theextension of the war to Holland and Belgium 
maximum prices have been fixed at approximately the present levels. 


A survey of slaughter-houses, distributing depots and trans- 
ports has recently been made by the Ministry. A normal decline 
in the proportion of fresh meat in civilian supplies is expected 
during the next few months because of the finishing of the winter 
fed stock and the interval before grass fed stock comes forward 
in big quantities. 


The Ministry of Food has recently contracted for the for- 
ward purchase of tea from Empire growers. Deliveries are due for 
completion by February 15th, 1941, amounting in all to 530,000,000 
lb., i.e., two-thirds of the export quotas fixed by the Internation- 
al Tea Committee in April. U.K. tea consumption last year was 
approximately 440,000,000 lbs. - about half the world output. 


The U.S.A. Agricultural Department has announced the sale 
of 20,000,000 bushels of maize to the U.K.. 


Industries. 
Coal. There is to be a census of all unemployed colliery and 


ex-colliery workers who have migrated to other industries and 
have since become unemployed. 


In spite of a seasonal reduction of household demand there 
is no suggestion of short time working. The accumalation of stocks 
has been under discussion in the Coal Production Council. 


House coal and dross and gum are readily obtainable for 
new business, after the elimination of the Scandinavian markets. 
The invasion of Holland and Belgium introduced a new element of 


uncertainty. 
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yh d ' last week 
Iron & Steel. The supply of semis andi scrap in the 
has been somewhat eased by arrivals from Belgium and America. The 


Norwegian campaign has been followed by increased Government orders 
and the Lénaetenveseet light castings industry is showing signs of 
revival. Sheffield tool-makers are very busy, and are endeavouring 
in spite of the difficulty of obtaining licences to maintain their 
export trade. The shortage of skilled labour in this centre is 

now acute. Not one registered skilled worker is unemployed, and 
the high wages offered in munition works is attracting labour 

from other, equally important trades. It is clear that the 
Government mst sooner.or later adopt some. active policy in this 
matter. : he ous ; 
It is early to say what effect the Belgian campaign will 
have on the industry. In 1938 Belgium and Luxembourg together 
supplied a gross total of 392,279 tons of iron and steel, mostly 
aemi-finished, the largest single item being billets and bars. 

In 1937 Germany imported 326,000 metric tons from these countries. 
The effects of the campaign on. the various supply situations 
depend mainly on ; 

(a) the extent to which the Germans capture undamaged plant, 
and what quantity of scrap they are able to collect from 
damaged plant and equipment in Belgium and Luxombourg 

(b) the extent.to which the Belgian-Luxembourg industry 
relied on French and British ore, pig iron and scrap 

(c) the extent to which the Allies are able to obtain semi-+- 
manufactured steel from America. 


The position is, as usual, almost certainly mich more 
grave than certain market reports imply. ‘ 


The Board of Trade has granted licences, for the export of 
several thousand boxes of tinplates to Turkey. The quantity 
involved is not the wholc amount enquired for, and is a minute 
quantity compared with the. (roughly) 8,100,000 boxes of 
unfilled orders outstanding in December 1939, 


Textiles. ae 

Cotton. The month's embargo on the sale of cotton piece- 
goods to the home market expires on May 17th, and there is specu- 
lation on the question of its extension. If it is extended a 
considcrable amount of machinery may stand idle, as Government 
orders plus export trade do not amount to full capacity. <A 
reduction of prices is urgently needed if exports are to expand, 
but costs and prices are still rising. 80,000 operatives in the 
textile finishing trades have just received ah increase of 2%6a 
a week for men and 1/6d for women. ; , 


Yool. The Control has announced a scheme of preference of 
raw matorials for uniforms for certain public services, tramways, 
buses, etc.. Provision has already been made for railwaymen, 
police and prison services. A similar scheme for. hospital 
blankets is under consideration. 


The Control has expressed its willingness to take back from 
exporters, at. the price at which they were issued, any goods (e.g. 
tops) bought. for Scandinavia. 


At the request of the Salvage Control, depots have been set 
up at Dewsbury for handling discardod uniforms, ¢ othing, etc., for 
converting into shoddy. This plan comes much earli¢r in. the war 
than its predecessor of, 4914-18. i 


Rayon. Good export dcliveries are being made to’ Dominion 
countries, but the improvement recently exporienced has not been 
maintained. The slowness in developing exports causes the res- 
triction on home consumption to be folt in some quarters. 
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50,000 and 100,000 Rm. 60% has to be paid from the surplus above 
50,000. Rm. From incomes of more than 100,000 Rm. 60% has to be 
paid from the total income. This is the basic scale in fact 
applicable only in the cases of income earners who have been 
married for less than five years and have no children. There is 
another scale for single people (and Jews) in which the nominal 
rates are higher than 60%, though 65% is the maximum at the top 
of this scale. There is an intermediate scale between the two 
mentioned, applicable to married people without children when 
married for more than five years. On the other side of the com- 
plicated structure there are special lower scales for families 
according to the number of their children. 


The exemption limits, the personal and family allowances, 
the special rebates and the British surtax, if any, cause further 
complications. Not only is the size of the allowances etc. dif- 
ferent in the two countries, but their construction too. So the 
po tax is more favourable to fathers of large families on 

ower income levels than to those of high income levels: the 
chiidren allowance, being a fixed amount, loses weight with the 
growth of income. This is not quite to the same degree the case 
in Germany, large families retaining a comparatively greater ad- 
vantage even on higher income levels. 


Altogether it proves useless to compare the weight of the 
twe income taxes by setting side by side the numerous elements 
constituting the complete structure. More instructive data can 
be assembled by taking from the final tax tables the actual amount 
due and calculating it in terms per cent of income; this ina 
number of representative samples in regard to income levels and 
family status. This has been done in the following Table. 


Table I. 
Effective Rates of Income Tax. 
% of income 


Income. "Harned" Incomes. "Unearned" Incomes. 
U.K.% Germany. U.K.2 Germany. 
Single Persons. 
£120) #f 4800 Rn. _ Gat = 47.4 
160 / 2400 3.9 9.2 Fe 19.0 
240 / 3600 7.8 20.4 Tlie 23.4 
300 / 4500 9.4 21.4 14.6 25.0 
400 / 6000 14.2 Bone 20.4 28.8 
500 / 7500 17.5 29.2 PS Dh) 51.1 
600 / 9000 19.8 32.7 26.0 32.7 
800 /12000 eect oh at 6 29.0 o7.7 
1000 /15000 24.4 39.2 30.6 39.2 
2000 /30000 29.4 53.9 34.2 53.9 
3000 /45000 54.4 61.67 57.5 Stee 
6000 /90000 44.5 65.0 46.0 65.0 
Married, no 

£120 / 1800 Rn. - 2.9 shatoren 7.3 
160 / 2400 - 4.5 - 9.2 
240 / 3600 2.3 40.5 55 12.3 
300 / 4500 6. O 11.4 8.1 13.9 
400 / 6000 Tot 14.0 13.7 16.0 
500 / 7500 13.3 16.2 18.5 17.35 
600 / 9000 15.4 18.2 Ls 188.2 
B00 12000 19.4 20.0 35.6 20.0 
1000 /15000 21.9 21.8 28.1 24.8 
2000 /30000 28.4 32.4 32.7 32.4 
3000 /45000 63.5 39.14 36. 39.4 
6000 /90000 44.0 47.7 45.6 47.7 
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Table I (contd. ). 


Income. "Earned" Incomes. "Unearneda" Incomes. 
U.K.% Germany. U.K.2 Germany. 
Marrie é 

Pret oh i e 4 Mary os evo chy icren eae! 
460 / 2400 = 2.1 = 5.1 
240 / 3600 - 5.6 - 6.6 
300 / 4500 - (S| 0.2 ffs: 
400 / 600U 2.9 7.8 6.0 9.4 
50C / 7500 5.4 10.3 14.0 41.0 
600 / 9000 9.2 5 Patel? 15.4 12.7 
800 /412000 14.8 15.1 2480 15.4 
4000 /15000 18.1 ar ace LS 17.4 
2000 /30000 26.2 28.5 0.9 28.5 
3000: /45000 52-3 565.5 65.4 $6.5 
6000 / 000 43.4 46.8 44.9 46.8 


As far as the scope of the Table goes, the effective rates 
to be paid in Great Britain now are preponderently lower than 
those in Germany. The difference is considerable for all incomes 
up to about £400 or 6,000 Rm. (For the grouping of incomes 15 Rm. 
to the £ has been considered as a reasonable rate of comparison). 
The figures for Great Britain which as an exception are higher 
than the German ones have been underlined. None of these are to 
be found among the rates for single persons; all of them are 
concentrated on the rates for families. In particular “unearned 
incomes" in Great Britain falling into the range between £600 and 
£2,000 are harder hit than the “assessed incomes" of corresponding 
size in Germany. That this is not so for “earned incomes" too is 
largely due to the tax-free allowance for those incomes. More 
surprising though less important are the exceptions among earned 
incomes. At a certain point of the income range just before the 
surtax comes into play British rates are somewhat higher than the 
German ones. From the results for the highest incomes in the 
Table it may be learned that the addition of surtax is not fully 
sufficient to raise the effective rates to the German level 
attained by the rather steep rise of the scale. 


4 It has to be explained that the classification into "earned" 
and "unearned" incomes does not cover exactly the position in 
Germany. Earners of wages and salaries are taxed at the 
source and they are not assessed at all provided their total 
income does not exceed 8,000 Rm. -per annum, and does not contain 
any but a negligible amount of income from property, investment 
or Similar sources. The effective rates given in the Table for 
Germany under “earned incomes" refer to those tax-payers liable to 
the so-called "wage-tax". The rates for “earned incomes" refer 
to the considerably smaller group of assessed income earners 
(assessed either because the income is largely derived from capital 
or because the income surpasses the 8,000 Rn. limit). Salary 
earners from 8,000 Rm. upwards are taxed at the source according to 
the wage-tax. table - in the same way as all wage and salary earners 
- but the final payment is calculated according to the tax table 
for assessed incomes. In consequence the Table shows the same 
effective rates for the higher ranges in both groups. 


Not all married men without children come off so lightly in 
Germany as the Table indicates. Those married for more than five 
years, as mentioned above, are liable to higher rates intermediate 
between those given in the Table for "single persons" and "married 
no children". 

2 Including surtax, if any. 
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The ta. ation.of-incomes“is in geftral heavier in Germany 
than in Great Britain, ndt only‘*for the reason that those liable 
for the actual payment of tax have to surrender higher percentages 
but for the further reason that the liability to actual payment 
begins at a much lower lével than in this country. This fact is 
illustrated in the next table, giving the maximum incomes tax-free 
in both countries owing to personal and family allowances of all 


kinds. 


Table It. 
Incomes all earned’. Incomes all "unearned 
Gt. Britain. termany. 3t. Britain. Germany. 
£ Rn. 5 Rm. £& Rm. Rn. 
Single Person 120 4800 4008 420 4800 560 
Married man, o4 ot 
0Go (109 470 2550 (675 
no children 204 3 (12485 (825 
1 child 264 $960 1560 220 3300 4125 
@ children 324 4860 1872 270 4050 1425 
3 us 384 5760 2540 320 4800 1925 
4 " 444 6660 $120 ye) 5550 2550 
5 W 504 7560 4212 420. 6300 3800. 
6 " 564 8460 9516 470 7050 9250 


It is rather difficult to find out how many out of the 
income earning population can be completely tax-free, either on 
account of their incomes being below the general. exemption limit 
or on account of the operation of family end other allowances. 
Information to this respect in the revenue statistics on both sides 
is incomplete, the authorities being more concerned with tax-paying 
than with other citizens, but a rouch estimate sugsests that more 
than 80% of income earning individuals in Great Britain and more 
than 40% in Germany do not pay income tax at all. 


Taxation of incomes in Germany, in spite of its heavier 
and more regressive character, does not produce as much revenue 
as might be expected, and the British income tax is hardly less 
productive of revenue. It should be kept in mind that the 
average level of incomes in this country is higher. | The group of 
the highest incomes is more important too; 95,000 ‘income tax: 
payers with individual incomes above £2,000 represented 10.4%:of 
all incomes assessed in 1937, while 57,000 tax payers in Germany, 
Tee ee Be more than 25,000 Rm. ,represented only 6.7% of the tot«:. 
ncomes. 


a a siiie bese: 
4 ‘Germany: Wages Tax at’ source. 

2 Germany: liable to tax assessment. 

3 £ at the rate of 15 Rn. 

4 After more than five years of. marriage. 
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During first five years of warriage, or when es 
than 1800 Rm BE, annual income les: 
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Foreign Exchange. The free rate for siexiing in New York was 
strongly affected by the development of the fighting in France and 
fluctuated heavily between 3.19 and 3.25 doilars, being on the 


lower level at the close of the week. 


sy France and Great Britain concluded a tripartite agreement 
with Belgium, granting financial facilities and fixing the exchange 
rates at 68 Belgian francs for 100 French francs and 120 Belgian 
francs (24 belga) for £1. The latter rate corresponds to that 
quoted in London before the invasion. 


Small amounts or Dutch and Belgian notes presented in this 
country by refugees are changed at the rate of £1 for 7.68 guilders 
and 24.35 belga. 


Dutch accounts with British banks were blocked. No similar 
step was taken for Belgian accounts. 


; The German military authorities in the Low Countries are 
zusing special credit notes for payment, such as have already been 
issued in Norway, and were for a time, in Poland. The decreed 
rates af exchange are 1.50 Rm. for 1 guilder, 0.50 Rm. for 1 belga, 
0.10 Rm. for 1 Luxembourg franc, showing: a marked over-valuation of 
the Reichsmark. 


The Dutch East Indian guilder is to be maintained at its 
old level measured in terms of U.S. dollars. 


india, following the example of extensive action taken 
earlier by Australia, restricted imports of about 70 classes of 
goods, among others motor vehicles and silk piece-goods. The 
purpose is to conserve foreign exchange reserves. 


Egypt imposed an embargo on exports of its own notes and 
foreign currency, foreign securities, etc.. 


Roumania revalued the gold stock of the National Bank at 
230,000 lei per kg. (previously 153,333 lei), giving a book profit 
of approximately £10,5 million, half of which is to compensate 
defence expenditure. 


Bank advances against securities may be granted without 
application to the Bank of England, provided the customer gives an 
assurance that there is no non-resident and enemy interest in the 
security. The amounts advanced are‘ credited to "resident accounts" 
only... 

The Treasury specified the new regulations for dealing in 
securities, ‘put into force on May 13th (S.R.& 0. Nos. 708 and 710). 


Speculative demand on a poorly supplied silver market 
caused a boom. The spot quotation rose from 21d. per ounce on 
May 11th to 234d. on May 16th. Rumours: were circulating in 
Bombay, the official rate for sterling might be reduced. The boom 
was.stopped when official Indian sales were resumed as has been 
done regularly as soon as 23¢d. was reached. 


Finance. The floating debt was increased from £1,362 million on 
April 20th (just after the payment of the last instalment of the 

War Loan) to £1,460 million on May 11th. ~ Practically all the rise 
was in tap bills and Ways and Means advances, and this in spite of 
the Authorities' payment for dollar securities at the beginning of 
May. This may be explained as follows. li) Tender bills taken 
over from the market by Public Departments during the payment of the 
last instalment of the War Loan were running off, and were replaced 
by tap bills. 2) The payment for dollar securities might have been 
affected by Public Tepartments, partly by selling tap bills to banks. 
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3) A part of War Loan in the possessify c= Puoiic departments was 
sola to the market and the proceeds used to. buy tap bills. 


The political events have not; as far as it is known, 
affected the situation on the. money market. The notes in circula- 
tion increased from May 8th ta May 15th only by £2.4 million, which 
is less than the rise in two preceding weeks - £4 and £3 million 
resnectively. (This continuous: increase is likely to have been 
ceused by an expansion in genersd economic activity). The rate 
oft discount was unaltered; (it remains to be seen, however, whether 
current accounts did not tend to rise). The prices of gilt-edged 
fell in most cases; they remained, however, above the minimum prices. 


Labour. The Central Agricultural Wages Board decided to take 42s. 
as a basis for the national minimum wage. The Minister of Aircraft 
production appealed for a large number of fitters for aircraft work. 
Commodities. The invasion of the Low Countries caused a slump in 
the prices of wheat, maize, cotton and rubber, but tin prices 
increased considerably. . 


Cérisumption. The invasion of Holland has affected some, of our food 
Supplies, especially vegetables and dairy produce. In 1938 a 

tenth of Britain's imports of tomatoes,. a fifth of our egg imports, 
nearly half our imported onions and four-fifths of our tinned 
skimmed milk came from the Netherlands. A certain amount of starch 
also comes from Holland. The world's quinine supplies (of which 
96% of ‘the raw material is produced in Java) are controlled from 
Amsterdam, and Holland also prepares other drugs, é.g: caffeine, 
aloes,.camomile and valerian. 


Reviewing -the situation, Lord Woolton has expressed the hope 
that’ allotments and private gardens will make up for some of the 
losses of the supplies of vegetables, and allotment holders may be 
authorised to sell their surplus produce by retail. Some concern 
has been expressed by grocers over the resulting possibility of 
competition. 


The loss of Danish and Dutch supplies will necessitate a 
reduction of the butter ration to 4 ozs. as from June 3rd. Farina 
products have been brought under control and control has been 
reimposed on the retail price of home-produced eggs. 


According to Lord Woolton and the Irish Minister for Agri- 
culture Eire is not supplying us with all the pigs, bacon, butter 
and cheese that she could export because she is not able to compete 
successfully with New Zealand. 


Partial failure of the British West Indies crop and the need 
for conserving currency resources will necessitate a reduction in 
the domestic and catering establishments' sugar ration as from May 
27th. The domestic ration will be reduced to 8 ozs.. From July 
ist sugar allocations to industries receiving over 40% of their basic 
usage will be diminished. Supplies of glucose will be rationed 
er peaaes ae according to usage in the twelve months ending June 

> . 


New prices have been issucd for dried:and evaporated fruits, 
animal feeding stuffs and certain Varieties of canned salmon. 
a maximum retail price of 6d. per pound has been fixed for oranges 
from Palestine ‘and Spain. 


_ An Order of the Board of Trade announces the control on 
June 10th of the prices of soap, candles, matches, clothing, boots 
and shoes and domestic ironmongery, hardware, cutlery, textiles and 
furniture. Articles for export are exempted. 


Week ending 18. 5. 40. 


The recently published Report of the Solect Committee on 
National Expenditure includes the following recommendations:- 
1) Establishment of a body of scientists and practical men to work 
out a basic food plan for the country: exploiting all available 
sources of production and envisaging drastic changes in the national 
diet. &) Establishment of a tribunal ro review all settlements 
relating to profit margins before final terms are fixed. 3) That 
po.itical considerations relating to purchases from foreign countries 
shuuld not be allowed to increase the retail price of essential 
foodstuffs. 4) That a committee be appointed to enquire into the 
most economical methods of food manufacturing, storage and distri- 
bution. 5) An immediate review of all area organisations such as 
those set up by the Ministry of Food, and particularly of the meat 
distribution organisation. 8) More generous provision for the 
development of cold storage. 


Billeting allowances for evacuated children have been in- 
creased to 10/6, 12/6 and 15/- for children aged 10-14, 14-16 and 
over 16, respectively. 


Industries. 

Coal. The suspension of coal shipménts to Holland and Belgium 
resulted in some diversion of supplies. Most of the cargoes have 
been directed to France, and cargoes for Switzerland are now going 
also over French ports instead of via Antwerp. Shipments from this 
country to France must be increased to about 20 million tons a year. 
- The seasonal slowing down in output is less than normal, and is 
largely confined to household coal. No clear storage policy has 
yet been adopted. There are some complaints about the quality of 
coal supplied for industrial purposes. 


Iron & Steel. The supply situation receives attention in this 
week*s Press. The output of the industry in 1940 should exceed 
that of 1939 by 1,000,000 tons, and so reach a new high. Further 
extension of plant is in progress. Attempts are being made to 
accumulate stocks of ore and scrap as a precaution against further 
stoppages of supply. The supply of ore has been adversely affected 
by events in Norway, and some doubts are now felt as to the supplies 
from the Mediterranean, though imports from that area continue, 

As far as Great Britain is concerned the war in Belgium affects 
directly only supplies of semis to re-rollers, and the resulting 
deficiency is being made up to some extent by imports from America. 
(Effects on the French industry must be much greater, as since 
September there has been a large export of Lorraine ores and a 
re-import of finished steel. Any reduction of French output must 
increase the burden on the British industry). Scrap supplies are 
for the moment adequate, as there have been large arrivals from 
abroad, but the collection of scrap must be intensified. 


400,000 tons of steel are said to have been ordered by Great 
Britain in America. 


In the week ended May 4th, Welsh tinplate manufacturers booked 
orders for 282,680 boxes (previous week 297,308). Export orders 
accounted for 118,901 boxes (123,163). Unfilled orders amounted 
to 8,312,947 boxes. Orders for 55,836 boxes on Scandinavian 


account have been cancelled. 


Textiles. : 
Cotton. The ban on sales of cotton yarn other than for Govern- 


ment or export orders, which was embodied in Control Order No.6, and 
has been in force during the last month, has been lifted. The 
Controller said "it is obviously far better" that the needs of the 
Services and of export trade should be met by voluntary co-operation. 
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Spinners are thus enabled to accept civilian orders, but, in view of 
restrictions on home market (Piece-Gvods Rationing) the demand for 
these yarns may be less than it was before Order No.6 came into 
force. However, the Jifting of the ban nas Leen welcomed both by 
spinners and manufacturers on the Manchester Royal Exchange. 


Wool. The scheme for preference of ~wcl supplies for uniforms 


et:. for certain public services has bconu weicomed, Hitherte 
navutacturers of cloth for uniforms for wyicipe] corporaticns, bus 
companies, etc., have had to draw uncon they ivi ‘ian retion of wool. 


The current rationing period has now reached the third of 
its four months' existence. Some firms complsin that the meagre- 
ness of their civilian ration is likely to lead to short time 
working before many weeks. 


Rayon. There are complaints of shortage of orders of rayon 
piece-goods in some quarters following the limitation of sales for 
home consumption, and a much larger export trade is needed if all 
looms are to be kept fully occupied. Many workers, however, are 
still busy on old contracts. 

The yarn delivery position is still very tight, and has 
been made even more difficult by Whitsun stoppages. For the time 
being only urgent Government and export orders are being accepted. 


Jute. The Dundee jute trade has fallen into a state of depres- 
sion, in strong contrast with a few months ago. Prices for yarns 
and cloth have steadily declined, while raw jute is becoming dearer. 
One reason for the depression is that large quantities of Calcutta 
goods, which are much cheaper, are reaching this country, while 
Government requirements from Dundee have nearly all been completed. 
Calcutta is still delivering to the Government 54,500,000 sandbags 
a month. The invasion of Scandinavia and Denmark has cut off a 
good trade; the latter country had larse requirements in bacon- 
wrappers. 


From Company Reports. 
Ford Motor Co. 16th May, 194C. ‘tr Sentender;: 1939, there were 


probably 50,000-60,000 tractors in use in > Unascd Kingdon. From 
4st July 1939 to 30th April 1940, practically 15,000 Fordson tractors 
were produced and sold for use at home; in  wadition a considerable 
number was exported, j 


Trade and Shipping. United Kingdom exporis fcr April amounted to 
£48 million (March,: £41 million) and imports were £110 million. 

The deficit of the first four months of 1940 totalled £235 million, 
compared with £115 million for the same period in 1939. 


Italian grievances about the working of the contraband 
control are to be discussed. 


Freight rates were reduced as a result of the occupation of 
the Low Countries. 


Members of the Baltic Mercantile and Shipping Exchange will 
be compensated for loss of earnings resulting from Government requi- 
sitioning of British tonnage. 


Mediterranean War Risk rates were increased. 
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IRON & STEEL CONTROL. 


4. The main difficulty in the control of Iron and Steel has 
arisen from the fact that in this industry the demands of a large 
number of other industries, of the three services and many civil 
dcoartments are cumulated. Control has now reached the second 
Stoge of its development. In the first stage, the use of steel 
was to some extent controlled and the ese important demands elimi- 
ueted, but for various reasons effective iistritution.was not 
established. This stage lasted from the mublication of the Iron 
and Steel Control (No.2) Order of September 22nd, to April i1st,1940, 
when Iron and Steel Control (No.8) Order was issued. The main 
a of this Order is to establish a centralised system of distri- 

ution. 


2. Under the earlier scheme, licences were required for the 
purchase of practically every form of finished and semi-finished 
steel, and of certain steel-making raw materials, except on the 
quotation by the applicant of official contract numbers. There was, 
however, appended a list (modified from time to time) of bodies who 
required no licence for their purchases, these being. 


a) the Government departments 
b) local authorities require steel for A.R.P. purposes 
¢) ship repairers, certain engineering firms, railway 


-; .companies and electric supply undertakings. 
-From this system was clearly lacking the provision essential: to an 
adequate control - namely a co-ordination and centralisation of the 
distribution. While the licensing system gave some control over 
the total demand for steel, in that licences could be and were in 
fact refused for certain civilian and export requirements, there was 
nothing-to ensure that this total. was either related to the total 
available supply, or most efficiently distributed. For while the 
Priorities Committee could lay down priorities in a general way, 

the actual fulfilment of these priorities appears frequently to have 
been left in the last resort to the individual representatives of 
the purchasing departments in the large works. Moreover, there is 
reason to believe that the Service Departments indulged in immense 
over-buying in the earlier months of the war, and that many large 
contrectors, through a similar desire to ensure stocks and supplies, 
“did the same. Export requirements were aimoct certainly less well 
met than need have been: the case. 


3. The present system - that is to say the system which will 
exist when the Iron and Steel Control (No.8) Order is applied at the 
end of May - gives effect to the view expressed by the Ministry of 
Supply that "the requirements of Government Departments and the 
Services, including provision for Civil and Export requirements, 
should be brought within the estimated capacity of the industry to 
deliver". 


The Scheme is divided into two parts - the second being a 
‘temporary solution to cover the transitional period, resembling very 
mu¢h the earlier scheme,’ and intended to allow time for the arrange- 
ment of existing ordérs in the form required for the full working of 
(Part One of) the Scheme. : 


: The Principle is as follows. ‘The chief users of the main 
types of steel, specified in the order, are grouped under twenty-six 
"Departments" (not all of which correspond to any one "Government 
Department’) and the year is divided into quarterly delivery periods. 
‘Each Department presents to the Joint Production and. Materials 
Priority Sub-Committee its estimated requirements of finished steel 
in each period, and these estimates are related by the Sub-Committee 
in conjunction’ with ‘the Iron and ‘Steel Control, to the total esti- 
mated capacity of the industry in that period. Allocations are 
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e to each Department of global tuonnages of. each type of 
Seer OF by ite and each Department proceeds to allocate its 
tonnage among its main contractors, and they among their sub-contrac- 
tors. In practice, the estimates of requirements of steel will 
presumably be made by contractors to the Department on the receipt 
of each order placed by it, and result in total estimates offered 
by the Departments to the Control. The Joint Production and ; 
Materials Priority Sub-Committee also makes a special allocation *9 
the Building Sub-Committee, which distributes this supply indepen- 
dently among the Departments for building purposes. 


In the case of contracts not placed by or for a Departmen’; 
no licence is required under the scheme, but the purchase of the 
steel required for the contract must be approved, and in effect 
placed by one of the 26 Departments, named by the Order for that 
purpose. (This clause covers contracts for the delivery of steel 
for A.R.P., Health services, sewerage works, etc. ). 


The working of the scheme involves the usé of a code of 
Department Letters and Period and Contract Numbers, so that the steel 
used in any contract can be traced through the system. As the 
Control recognised, this will involve a great deal of clerical work, 
and this is of course a serious matter for small firms. In addition 
the complicated wording of the Order led to a good deal of confusion 
among steel users, which was one reason for the postponement of the 
inauguration of the scheme. A more serious difficulty is- likely 
to arise out of the inevitable rush orders by the various service 
departments, railway companies and ship repairers, none. of. which 
ex hypothesi assume the status of immediate priority. Some lati- 
tude is allowed by the scheme to meet these orders, in that Depart- 
ments may, after consultation with the Control, exceed their global 
tonnages to a certain limited extent. Such excesses must be 
reported to the Central Priorities Committee. One supposes that 
a margin of capacity will be reserved by the Committee when making 
quarterly allocations. 


Similar difficulties must have been caused of late by the 
invasions of Norway and Belgium, which must have upset calculaticns 
of canscity. But that source of difficulty appears in a sense to 
hays reached its limit, and barring damage by air attacks on British 
plant, the problem of estimation and allocation may be expected to 
become easier as experience accumulates and the supply position 
recovers. The extensive statistical resources of the British Iron 
oe see Federation must have been of immense value in preparing 

e scheme. 


Apart from such difficulties as I have mentioned, the scheme 
seems to offer as good a solution, at this stage of the war, as the 
institutional structure of the industry allows. Certainly the new 
organisation marks a great advance on the previous one, and little 
more can be said until a field enquiry has been made when the scheme 
has got under way. 


4. Note on the price policy of the Control. ® 

The prices of Iron and Steel. Waishet and semi-finished, as 
well as of certain grades of*scrap, have been controlled since 
September 1939, and subject to periodical revision. These increases 
have been explained by reference to increases in freight rates, home 
railway rates and conversion costs, and to the cost of A.R.P. in the 
works. The proceeds of the increases are paid into a Central Fund, 
administered by the British Iron and Steel Federation, from which 
“compensating payments are made to producers. 
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The 'Economist' has suggested that these payments cover 
little more than the increases of transport costs, and the incustry 
itself has frequently asserted that the cost of A.R.P. was borne 
by it alone. This implies an additional control of Iron and Steel 
profits. There have been, in fact, considerable increases in 
freights on the main ore routes since September 1939. E.g.:- 


September 1939. February 1940. 
Mediterranean &76 a7 7a 


Narvik 6/6 24/- 
Spain 6/6 15/6 
Sierra Leone 11/6 33/- 


It should be noted that an increasing proportion of the total 
amount of ore used in Great Britain now comes from the last two 
of these sources, which are the most expensive. 


The total increase of pig iron prices from September to 
February was sbout 15/=- per ton. (The price of Cleveland pig in 
February was 112/-). It is said that 75-80% of total payments 
from the fund have been in respect of increased transport costs. 
The increases of scrap prices announced in May 1940 were graded for 
various districts according to distance from supplies. 
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